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THE  SECRETARY  OF  HEALTH  AND  HUMAN  SERVICES 
WASmINSTON.  O.C.  20201 


OCT    2 1992 


The  Honorable  Dan  Quayle 
President  of  the  Senate 
Washington,  D.C.  20510 

Dear  Mr.  President: 

I  am  pleased  to  provide  this  report  consistent  with  section 
1848(g)(6)  of  the  Social  Security  Act  (the  Act),  as  added  by  the 
Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  of  1989),  which 
requires  me  to  report  annually  on  participation,  assignment  and 
extra  billing  in  the  Medicare  program.     This  is  the  first  annual 
report  submitted  pursuant  to  that  statutory  provision  and  it 
establishes  a  baseline  for  measuring  future  change  in  the 
variables  specified  in  law. 

We  regret  that  the  report  is  being  submitted  subsequent  to  the 
April  15  date  set  forth  in  the  Act.     We  expect  our  timeliness  to 
improve  with  future  reports,  since  the  National  Claims  History 
(NCH)  will  no  longer  be  a  new  and  untested  data  source. 
Availability  of  100  percent  data  from  the  NCH  was  crucial  to  this 
effort  and  greatly  enhanced  our  ability  to  provide  the 
information  specified  in  law.     Without  NCH,  we  would  have  had  a 
much  longer  delay  in  providing  calendar  year  1991  information 
with  respect  to  participation,  assignment,  and  extra  billing 
based  on  allowed  charges. 

Medicare  payment  for  physicians'  services  is  in  the  process  of 
fundamental  change.     The  physician  payment  reforms  contained  in 
OBRA  of  1989  and  subsequent  amendments  provide  for  replacing  the 
customary,  reasonable,  and  prevailing  charge  system  of  payment  in 
effect  since  the  inception  of  the  Medicare  program  with  a  new 
resource-based  physician  fee  schedule.     They  also  established  a 
new  Medicare  volume  performance  standard  system  for  tying  annual 
payment  updates  to  physician  performance  in  restraining  annual 
increases  in  aggregate  expenditures  for  physician  services. 
Finally,  the  reforms  enhanced  beneficiary  financial  protection, 
including  replacement  of  the  maximum  actual  allowable  charge  with 
a  new  limiting  charge  as  a  mechanism  for  limiting  the  amounts 
nonparticipating  physicians  can  legally  charge  Medicare 
beneficiaries  in  excess  of  the  Medicare  allowed  amount. 
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In  connection  with  physician  payment  reform  implementation,  the 
enclosed  report  provides  information  with  respect  to: 

(1)  the  actual  charges  of  nonparticipating  physicians  for 
services  furnished  during  calendar  year  1991; 

(2)  the  proportion  of  expenditures  for  physicians'  services 
provided  by  participating  physicians,  the  proportion  of 
expenditures  for  services  made  on  an  assignment-related 
basis,  and  the  amounts  charged  above  the  recognized  payment 
amounts  (extra  billing)  both  overall  and  by  specialty,  type 
of  service  and  geographic  area  in  calendar  year  1991. 

Because  this  report  establishes  1991  as  a  baseline  year  for 
monitoring  change,  we  did  not  measure  whether  there  had  been 
significant  increases  or  decreases  in  the  specified  variables. 
In  future  reports,  if  a  significant  change  were  found,  the 
Secretary  of  Health  and  Human  Services  would  be  required  to 
develop  a  plan  to  address  such  a  problem  and  transmit 
recommendations  based  on  that  plan  to  Congress. 

As  mentioned  above,  the  source  of  our  baseline  data  for  calendar 
year  1991  is  the  newly  operational  NCH.     Some  pre-1991  historical 
data  from  other  not  entirely  comparable  data  sources  have  been 
included  in  the  report  to  provide  context  for  the  1991 
information. 

Our  report  indicates  that  assignment  and  participation  rates  have 
qenerally  been  increasing  over  the  past  decade,  even  before 
Dhvsician  payment  reform  was  enacted.     Physicians  who  accept 
assignment  agree  to  accept  the  Medicare  allowed  amount  as  payment 
in  fSll.    Assignment  rates  jumped  up  sharply  in  FY  1985,  with  the 
introduction  of  the  participating  physician  program,  under  which 
Dhvsicians  who  agreed  to  accept  assignment  for  all  claims  may 
receive  somewhat  higher  payments  and  other  advantageous  treatment 
under  the  program.     Our  data  for  1991  and  more  limited  early  data 
for  1992  show  that  growth  in  participation  appears  to  be 
continuing  in  the  early  years  of  physician  payment  reform. 
Participation  agreements  for  1992  signed  recently  indicate  that 
rates  of  participation  are  up  for  all  physician  specialties  and 
in  almost  all  States. 

Based  on  data  reported  here,  it  would  appear  that  since  the  mid- 
1980  's  the  rise  in  participation  and  assignment  as  well  as  the 
introduction  of  limits  on  physician  charges  have  reduced  the 
aggregate  amounts  of  extra  billing  (billing  of  beneficiaries  for 
amounts  in  excess  of  the  Medicare  allowed  amounts).    While  a 
decreasing  number  of  services  were  subject  to  extra  billing,  the 
average  amount  of  extra  billing  per  service  declined  only 
modestly  and  remains  at  almost  one-third  the  allowed  amount  m  FY 
1991      More  detailed  data  show  that  rates  of  participation. 
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assignment,  and  extra  billing  vary  considerably  by  specialty. 
State,  and  type  of  service. 

The  data  presented  in  this  first  annual  report  seem  to  suggest 
that  the  physician  payment  reforms  are  associated  with  increases 
in  rates  of  participation  in  the  Medicare  program.     In  our  1993 
report,  we  will  be  in  a  position  not  only  to  confirm  these  early 
indications,  but  also  to  analyze  in  some  detail  whether  the 
increased  participation  has,  in  turn,  increased  rates  of 
assignment  based  on  allowed  charges  and  decreased  extra  billing 


I  am  also  sending  a  copy  of  this  report  to  the  Speaker  of  the 
House  of  Representatives. 


amounts . 


Sincerely, 


Louis  W.  Sullivan,  M.D. 


Enclosure 


THE  SECRETARY  OF  HEALTH  AND  HUMAN  SERVICES 
WASMINCTON.  O.C.  20201 

OCT    2 1992 


The  Honorable  Thomas  S.  Foley 

Speaker  of  the  House  of  Representatives  ~ 
Washington,  D.C.  20515 

Dear  Mr.  Speaker: 

I  am  pleased  to  provide  this  report  consistent  with  section 
1848(a)(6)  of  the  Social  Security  Act  (the  Act),  as  added  by  the 
Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  of  1989),  which 
requires  me  to  report  annually  on  participation,  assignment  and 
extra  billing  in  the  Medicare  program.     This  is  the  first  annual 
report  submitted  pursuant  to  that  statutory  provision  and  it 
establishes  a  baseline  for  measuring  future  change  in  the 
variables  specified  in  law. 

We  regret  that  the  report  is  being  submitted  subsequent  to  the 
Aoril  15  date  set  forth  in  the  Act.     We  expect  our  timeliness  to 
improve  with  future  reports,  since  the  National  Claims  History 
(NCH)  will  no  longer  be  a  new  and  untested  data  source. 
Availability  of  100  percent  data  from  the  NCH  was  crucial  to  this 
effort  and  greatly  enhanced  our  ability  to  provide  the 
information  specified  in  law.     Without  NCH,  we  would  have  had  a 
much  longer  delay  in  providing  calendar  year  1991  information 
with  respect  to  participation,  assignment,  and  extra  billing 
based  on  allowed  charges. 

Medicare  payment  for  physicians'  services  is  in  the  process  of 
fundamental  change.     The  physician  payment  reforms  contained  in 
OBRA  Of  1989  and  subsequent  amendments  provide  for  replacing  the 
customary,  reasonable,  and  prevailing  charge  system  of  payment  in 
effect  since  the  inception  of  the  Medicare  program  with  a  new 
resource-based  physician  fee  schedule.     They  also  established  a 
new  Medicare  volume  performance  standard  system  for  tying  annual 
payment  updates  to  physician  performance  in  restraining  annual 
increases  in  aggregate  expenditures  for  physician  services. 
F?nany!  the  rIforSs  enhanced  beneficiary  financial  protection, 
including  replacement  of  the  maximum  actual  allowable  charge  with 
a  new  limiting  charge  as  a  mechanism  for  limiting  the  amounts 
nonparticipating  physicians  can  legally  charge  Medicare 
beneficiaries  in  excess  of  the  Medicare  allowed  amount. 
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In  connection  with  physician  payment  reform  implementation/  the 
enclosed  report  provides  information  with  respect  to: 

(1)  the  actual  charges  of  nonparticipating  physicians  for 
services  furnished  during  calendar  year  1991; 

(2)  the  proportion  of  expenditures  for  physicians'  services 
provided  by  participating  physicians,  the  proportion  of 
expenditures  for  services  made  on  an  assignment-related 
basis,  and  the  amounts  charged  above  the  recognized  payment 
amounts  (extra  billing)  both  overall  and  by  specialty,  type 
of  service  and  geographic  area  in  calendar  year  1991. 

Because  this  report  establishes  1991  as  a  baseline  year  for 
monitoring  change,  we  did  not  measure  whether  there  had  been 
significant  increases  or  decreases  in  the  specified  variables. 
In  future  reports,  if  a  significant  change  were  found,  the 
Secretary  of  Health  and  Human  Services  would  be  required  to 
develop  a  plan  to  address  such  a  problem  and  transmit 
recommendations  based  on  that  plan  to  Congress. 

As  mentioned  above,  the  source  of  our  baseline  data  for  calendar 
year  1991  is  the  newly  operational  NCH.     Some  pre-1991  historical 
data  from  other  not  entirely  comparable  data  sources  have  been 
included  in  the  report  to  provide  context  for  the  1991 
information. 

Our  report  indicates  that  assignment  and  participation  rates  have 
generally  been  increasing  over  the  past  decade,  even  before 
physician  payment  reform  was  enacted.     Physicians  who  accept 
assignment  agree  to  accept  the  Medicare  allowed  amount  as  payment 
in  full.     Assignment  rates  jumped  up  sharply  in  FY  1985,  with  the 
introduction  of  the  participating  physician  program,  under  which 
physicians  who  agreed  to  accept  assignment  for  all  claims  may 
receive  somewhat  higher  payments  and  other  advantageous  treatment 
under  the  program.     Our  data  for  1991  and  more  limited  early  data 
for  1992  show  that  growth  in  participation  appears  to  be 
continuing  in  the  early  years  of  physician  payment  reform. 
Participation  agreements  for  1992  signed  recently  indicate  that 
rates  of  participation  are  up  for  all  physician  specialties  and 
in  almost  all  States. 

Based  on  data  reported  here,  it  would  appear  that  since  the  mid- 
1980  's  the  rise  in  participation  and  assignment  as  well  as  the 
introduction  of  limits  on  physician  charges  have  reduced  the 
aggregate  amounts  of  extra  billing  (billing  of  beneficiaries  for 
amounts  in  excess  of  the  Medicare  allowed  amounts).     While  a 
decreasing  number  of  services  were  subject  to  extra  billing,  the 
average  amount  of  extra  billing  per  service  declined  only 
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modestly  and  remains  at  almost  one-third  the  allowed  amount  in  FY 
1991.     More  detailed  data  show  that  rates  of  participation, 
assignment,  and  extra  billing  vary  considerably  by  specialty. 
State,  and  type  of  service. 

The  data  presented  in  this  first  annual  report  seem  to  suggest 
that  the  physician  payment  reforms  are  associated  with  increases 
in  rates  of  participation  in  the  Medicare  program.     In-our  1993 
report,  we  will  be  in  a  position  not  only  to  confirm  these  early 
indications,  but  also  to  analyze  in  some  detail  whether  the 
increased  participation  has,  in  turn,  increased  rates  of 
assignment  based  on  allowed  charges  and  decreased  extra- billing 


I  am  also  sending  a  copy  of  this  report  to  the  President  of  the 
Senate. 


amounts . 


Sincerely, 


Louis  W.  Sullivan,  M.D. 


Enclosure 
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EXECUTIVE  SUMMARY 


Statutory  Authority 

In  connection  with  Medicare  physician  payment  reform 
implementation,  section  1848(g)(6)  of  the  Social  Security  Act  as 
added  by  the  Omnibus  Budget  Reconciliation  Act  of  1989  requires 
the  Secretary  of  Health  and  Human  Services  to  monitor  trends  in 
participation,  assignment,  and  extra  billing  and  to  submit  an 
annual  report  to  Congress.     Significant  changes  in  these 
variables  would  require  the  Secretary  to  "develop  a  plan  to  ' 
address  such  a  problem"  and  transmit  recommendations  to  Congress. 
In  this  first  report,  baseline  data  for  1991  are  presented; 
therefore,  no  change  over  time  in  the  variables  specified  in 
statute  was  measured. 

Concepts  of  Assignment,  Participation,  and  Extra  Billing ^» 

Rates  of  physician  participation  and  assignment  and  amounts 
of  extra  billing  are  of  interest  because  they  all  bear 
significantly  on  the  extent  to  which  beneficiaries  are 
responsible  for  a  portion  of  the  costs  associated  with  their 
Medicare  covered  Part  B  services.    When  a  physician  agrees  to 
"accept  assignment"  with  respect  to  a  claim  for  Medicare 
benefits,  he  or  she  agrees  to  accept  the  Medicare  allowed  amount 
as  payment  in  full  for  the  service  provided  to  the  beneficiary. 
For  an  assigned  claim,  the  physician  may  bill  the  beneficiary 
only  for  the  20  percent  coinsurance  after  the  $100  annual 
deductible  has  been  met.     For  an  unassigned  claim  the  physician 
may  bill  the  beneficiary  for  the  full  submitted  charge  up  to  the 
limiting  charge  (statutory  limit  generally  based  on  a  percentage 
of  the  Medicare  allowance  under  the  fee  schedule) .  The 
difference  between  the  submitted  charge  and  the  Medicare 
allowance  is  called  "extra  billing." 


Until  the  creation  of  the  participating  physician  program  in 
1984,  the  physician's  decision  on  accepting  assignment  was  always 
made  on  a  case  by  case  basis.     Participating  physicians  accept 
assignment  in  all  cases  in  return  for  certain  incentives, 
including  payments  that  are  5  percent  higher,  inclusion  in  a 
directory  made  available  to  beneficiaries,  and  faster  payment  by 
HCFA. 

Historical  Trends  • 

Available  data  pertaining  to  assignment  and  participation 
rates  in  the  years  up  to  and  including  1991  (the  baseline  year 
for  purposes  of  this  report)  show  that  both  assignment  and 
participation  have  generally  been  increasing  over  the  past 
decade.    Assignment  rates  based  on  covered  charges  eased  upward 
during  the  early  1980 's,  then  jumped  up  sharply,  to  65.5  percent 
in  FY  1985  with  the  introduction  of  the  participating  physician 
program.     By  FY  1991  the  percent  of  allowed  charges  for  covered 
services  represented  by  assigned  charges  reached  an  all  time  high 
of  86.1  percent.    The  percent  of  allowed  charges  for  covered 
services  submitted  by  participating  physicians  has  grown  from 
36.0  percent  in  FY  1985  to  a  high  of  71.1  percent  in  FY  1991. 
Participation  as  measured  by  the  percent  of  physicians  and 
practitioners  signing  participation  agreements  has  also  increased 
substantially  since  the  inception  of  the  participating  physician 
program  (from  28.4  percent  for  the  October  1985  enrollment  period 
to  52.2  percent  for  the  January  1992  enrollment  period). 

It  appears  that  the  rise  in  participation  and  assignment  as 
well  as  the  introduction  of  limits  on  physician  charges  have 
reduced  the  aggregate  amounts  of  extra  billing.    Extra  billing  by 
physicians  measured  in  absolute  dollars  peaked  in  FY  1986  at 
$2.7  billion  and  declined  to  an  estimated  $1.8  billion  in 
FY  1991.   (See  Table  3.)  Since  enrollment  and  the  numbers  of 
services  provided  during  this  period  grew,  the  decline  in  extra 


billing  on  a  per  beneficiary  or  per  service  basis  was  presumably 
even  more  steep.     For  those  services  still  subject  to  extra 
billing,  the  average  amount  of  extra  billing  declined  from  a 
maximum  of  36.6  percent  of  the  allowed  charge  in  FY  1986  to 
31.5  percent  of  the  allowed  charge  in  FY  1991. 

Data  for  the  Baseline  Year:  CY  1991  j 

In  future  annual  reports  we  plan  to  monitor  change  in  actual 
charges  of  nonparticipating  physicians,  change  in  rates  of 
participation  and  assignment  based  on  allowed  charges  and  change 
in  extra  billing,  using  calendar  year  1991  as  a  baseline  year. 
We  have  extracted  100  percent  data  from  the  1991  National  Claims 
History  pertaining  to  these  variables.    Although  1991  was  the 
last  year  during  which  payments  were  computed  under  the 
reasonable  charge  rules,  baseline  year  tables  were  compiled  for 
the  range  of -services  now  paid  under  the  physician  fee  schedule 
to  facilitate  analysis  of  effects  of  fee  schedule  implementation 
on  the  specified  dependent  variables.    The  1991  baseline  data 
from  NCH  are  not  directly  comparable  with  the  historical  data 
described  earlier,  in  part  because  of  different  time  periods 
measured  and  for  other  reasons  discussed  in  the  body  of  the 
report . 

Across  all  groups,  allowed  charges  for  assigned  claims 
represented  83.6  percent  of  total  allowed  charges  in  1991,  with 
charges  by  participating  physicians/practitioners  accounting  for 
69.9  percent  of  charges.     Within  the  M.D./D.O.  specialties, 
participation  and  assignment  rates  were  generally  higher  for 
surgical  specialties  than  for  primary  care  specialties,  although 
there  were  exceptions.    Anesthesiologists  had  the  lowest  rates  of 
participation  and  assignment  and  nephrologists  had  the  highest 
rates.     Results  by  type  of  service  categories  were  similar. 
Anesthesia,  chiropractic  services,  and  office  visits  were 
associated  with  the  lowest  rates  of  participation  and  assignment. 


Among  the  higher  volume  physician  fee  schedule  services  (measured 
by  charges),  hospital  visits  and  eye  surgery  had  relatively  high 
rates  of  assignment. 

Participation  and  assignment  rates  based  on  allowed  charges  /H^p^ 
varied  a  great  deal  among  States.     The  high  assignment  rate^_^ 
States  tended  to  be  concentrated  in  the  Northeast,^and^he  low 
assignment  rate  States  in  the  West,  although  there  were 
conspicuous  exceptions. 

Overall  in  1991,  submitted  charges  for  allowed  unassigned 
claims  totalled  $6.3  billion,  allowed  charges  for  these  claims 
were  $4.8  billion,  and  extra  billing  .was  $1.4  billion.  Total 
extra  billing  was  29.8  percent  of  total  allowed  charges  for 
unassigned  claims.     The  analysis  of  extra  billing  by  specialty 
shows. that  the  largest  amounts  of  extra  billing  measured  in 
absolute  dollars  are  associated  with  internists, 
anesthesiologists,  ophthalmologists,  and  orthopedic  surgeons. 
The  smallest  amounts  of  extra  billing  are  associated  with 
optometrists,  nephrologists ,  and  plastic  surgeons.     While  most 
procedure-intensive  specialties  have  relatively  high  assignment 
rates,  the  absolute  dollar  amounts  associated  with  their  extra 
billing  can  nonetheless  be  large  because  they  do  large  numbers  of 
relatively  expensive  services.     Office  visits,  anesthesia, 
hospital  visits,  and  major  procedures  (general)  are  the  types  of 
service  that  account  for  the  most  extra  billing  measured  in 
absolute  dollars. 

States  with  large  amounts  of  Medicare  allowed  charges  and 
reasonably  high  assignment  rates  (81-86  percent)  had  the  most 
extra  billing  in  1991--Calif ornia.  New  York,  and  Florida.  The 
States  with  the  least  extra  billing  were  Rhode  Island,  Vermont, 
Alaska,  Massachusetts,  and  Nevada.     Several  of  these  States  have 
State  laws  restricting  or  prohibiting  extra  billing.  Because 
extra  billing  is  driven  not  just  by  assignment  rate.  States  where 


extra  billing  was  large  in  absolute  dollars  are  widely  dispersed 
around  the  country. 

Implications  of  1992  Participation  Decisions^ 

Comparing  1992  figures  for  the  percentage  of 
physician/practitioner  practices  signing  participation  agreements 
with  those  for  1991  gave  us  our  first  indications  of  the  effects 
of  fee  schedule  implementation  on  physicians'  participation 
decisions.     Nationally  the  rate  at  which  physicians/practitioners 
signed  agreements  increased  markedly  from  1991  to  1992,  from 
47.6  percent  to  52.2  percent.     This  was  an  increase  of 
9.7  percent  in  one  year--larger  than 'the  increases  from  1990  to 
1991  (7.9  percent)  and  from  1989  to  1990  (8.3  percent).  The 
analysis  by  specialty  shows  that  rates  increased  for  all 
physician  specialties,  including  limited  license  practitioners, 
with  very  large  increases  for  anesthesiology  and  pathology. 

Participation  agreement  data  by  State  show  that  rates 
increased  in  46  States  from  1991  to  1992,  in  some  instances  by  as 
much  as  36  percent.    Colorado,  Texas,  Maryland,  and  Wyoming 
registered  the  largest  gains.     Slight  declines  in  participation 
(of  less  than  4  percent)  were  seen  in  Arkansas,  Massachusetts, 
Michigan,  and  Montana. 

These  participation  rate  data  would  seem  to  indicate  that 
initial  physician  reaction  to  the  payment  changes  in  the  fee 
schedule  and  the  restrictions  on  extra  billing  imposed  by  the 
limiting  charge  rules  increased  rather  than  decreased 
participation  in  the  Medicare  program.     In  our  1993  report  we 
will  be  in  a  better  position  to  evaluate  the  effects  of  physician 
fee  schedule  implementation  on  patterns  of  participation, 
assignment,  and  extra  billing.     At  that  time  we  expect  to  have 
1992  and  1993  data  on  rates  of  participation  by  numbers  of 
agreements  signed,  and  1992  rates  of  participation  and  assignment 


based  on  allowed  charges  and  data  with  respect  to  actual  charges 
and  extra  billing  amounts.     Examination  of  changes  by  specialty, 
type  of  service,  and  State  will  allow  us  to  confirm  the 
preliminary  finding  of  this  report  that  physician  payment  reform 
implementation  has  generally  been  associated  with  increased 
physician  participation  in  the  Medicare  program.     It    will  also 
allow  us  to  study  whether  the  increased  participation  has,  in 
turn,  increased  rates  of  assignment  based  on  allowed  charges  and 
decreased  extra  billing  amounts. 


0 
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INTRODUCTION  AND  STATUTORY  REQUIREMENT 

Medicare  payment  for  physicians'  services  is  in  the  process 
of  fundamental  change  as  a  result  of  the  reforms  enacted  as  part 
of  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  of  1989), 
Public  Law  101-239.     The  most  prominent  of  these  reforms  is  the 
replacement  of  the  reasonable  charge  system  of  payment, 
applicable  to  most  Medicare  physician  services  since  the  creation 
of  the  Medicare  program  in  1965,  with  a  new  Medicare  physician 
fee  schedule  applicable  to  all  Medicare  physician  services  as 
defined  in  the  law. 

Under  the  old  rules,  a  reasonable  charge  was  computed  as  the 
lowest  of:   (1)  the  physician's  actual  charge,   (2)  the  physician's 
customary  charge,  or  (3)  the  prevailing  charge  for  the  service  in 
the  locality  (generally,  an  amount  set  high  enough  to  cover 
75  percent  of  the  charges  in  the  locality  for  that  service). 
From  1975  through  1991,  changes  in  prevailing  charge  limits  from 
year  to  year  were  constrained  by  statute  to  the  amount  of 
inflation  in  medical  costs  or  some  lesser  amount.    The  new 
physician  fee  schedule  is  a  system  of  geographically  adjusted 
standardized  payment  rates  that  reflect  the  relative  resources 
used  in  providing  physician  services.     Under  the  fee  schedule, 
payments  are  computed  as  the  product  of  three  components: 
(1)  relative  value  units  for  the  service  reflecting  physician 
work,  practice  expense  (exclusive  of  malpractice),  and 
malpractice  insurance  costs;   (2)  a  geographic  adjustment  factor 
which  adjusts  each  of  the  three  types  of  relative  value  units  by 
their  respective  geographic  practice  cost  index  values  for  each 
locality;  and  (3)  a  uniform  national  dollar  conversion  factor, 
set  to  be  budget  neutral  relative  to  1991  expenditures,  then 
adjusted  by  an  update  factor  for  1992.    The  law  provides  for  an 
annual  update  to  the  fee  schedule  conversion  factor  based  in  part 
on  the  growth  in  physician  expenditures  during  a  prior  period 
(see  MVPS  description  below).    Under  the  statutory  update 
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formula,  separate  surgical/nonsurgical  service  conversion  factors 
are  possible  in  the  future.    The  fee  schedule  is  to  be  phased  in 
over  a  5-year  period  beginning  in  1992,  with  the  full  fee 
schedule  in  effect  beginning  in  1996.     During  the  transition 
years,  payments  for  some  services  will  be  made  using  the  fee 
schedule  formula,  while  other  payments  (where  historical  payments 
diverged  substantially  from  the  fee  schedule)  will  be  brought 
toward  the  fee  schedule  amounts  using  a  blended  formula. 

Other  physician  payment  reforms  established  a  Medicare 
volume  performance  standard  (MVPS)  system  under  which  standards 
for  aggregate  expenditure  growth  are  set  and  future  annual 
updates  (to  the  fee  schedule  conversion  factor)  may  be  adjusted 
based  on  actual  performance  relative  to  the  standard.     A  third 
major  element  of  the  reforms  was  replacement  of  the  maximum 
allowable  actual  charge  (MAAC)  with  a  new  limiting  charge  in 
order  to  enhance  beneficiary  financial  protection.    The  limiting 
charge  will  be  described  in  some  detail  later  in  this  report. 

In  connection  with  physician  payment  reform  implementation, 
section  1848(g)(6)  of  the  Social  Security  Act  as  added  by  OBRA 
1989  requires  the  Secretary  of  Health  and  Human  Services  to 
monitor  trends  in  participation,  assignment,  and  extra  billing 
and  to  submit  an  annual  report  to  Congress.     The  statute  requires 
the  first  such  report  to  be  submitted  by  April  15,  1992. 

Specifically,  the  statute  requires  the  Secretary  to  monitor: 

(1)  the  actual  charges  of  nonparticipating  physicians 
for  services  furnished  beginning  January  1,  1991; 

(2)  changes,  by  specialty,  type  of  service,  and 
geographic  area,  in:     the  proportion  of 
expenditures  for  physicians'  services  provided  by 
participating  physicians,  the  proportion  of 


expenditures  for  services  made  on  an  assignment- 
related  basis,  and  the  amounts  charged  above  the 
recognized  payment  amounts  (extra  billing). 

If  the  Secretary  finds  that  there  has  been  "a  significant 
decrease"  in  either  participation  or  assignment  or  a  "significant 
increase"  in  extra  billing,  he  is  required  to  "develop  a  plan  to 
address  such  a  problem"  and  to  transmit  recommendations  based  on 
that  plan  to  the  Congress.    The  Physician  Payment  Review 
commission  (PPRC)  is  required  to  review  the  Secretary's  plan  and 
transmit  to  Congress  its  comments  regarding  such  plan  and 
recommendations . 

This  report  is  the  first  to  be  prepared  pursuant  to  the 
legislative  requirements  described  above.     Because  its  primary 
purpose  is  to  establish  baseline  data  for  1991,  it  does  not 
measure  change  over  time  in  the  variables  specified  in  the 
statute  and  therefore  does  not  address  the  issues  of  "significant 
increase"  or  "significant  decrease".     In  addition,  as  discussed 
in  this  report,  data  available  at  this  time  indicate  that  overall 
assignment  and  participation  rates  based  on  covered  charges  have 
continued  to  increase.  Thus  no  plan  or  recommendations  have  been 
prepared.     The  April  1993  report  will  be  the  first  report  in 
which  measures  of  change  over  time  in  the  specified  variables 
using  1991  as  the  base  year  can  be  provided. 

The  remaining  sections  of  this  report  will:   (1)  explain  the 
concepts  of  participation,  assignment,  and  extra  billing  in 
Medicare;   (2)  provide  an  overview  of  historical  trends  in  these 
and  related  variables  prior  to  implementation  of  the  physician 
fee  schedule;   (3)  describe  the  baseline  data  extracted  for  1991, 
by  specialty,  type  of  service,  and  geographic  area,  and 
(4)  discuss  the  rates  at  which  physicians  signed  participation 
agreements  for  1991  and  1992  and  what  this  could  imply  with 
respect  to  physician  response  to  physician  payment  reform. 
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Finally,  we  attempt  to  set  the  stage  for  future  reports  by 
considering,  in  brief,  how  the  data  we  will  be  collecting  may 
allow  us  to  make  some  inferences  about  the  impact  of  physician 
payment  reform  on  beneficiary  financial  liability. 


ft 
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MEASURES  OF  BENEFICIARY  FINANCIAL  LIABILITY 


Rates  of  physician  participation,  assignment,  and  extra 
billing  are  of  interest  to  observers  of  the  Medicare  program 
because  they  all  bear  significantly  on  the  extent  to  which 
beneficiaries  are  responsible  for  a  portion  of  the  costs 
associated  with  their  Medicare-covered  Part  B  services.  Under 
Medicare  Part  B  rules  for  1992,  beneficiary  out-of-pocket  costs 
for  covered  services  consist  of:   (1)  monthly  premiums  ($31.80  in 
1992);   (2)  an  annual  Part  B  deductible  of  $100;   (3)  coinsurance 
of  20 'percent  of  the  Medicare  allowed  charge  (for  fee  schedule 
services,  the  lower  of  the  actual  charge  or  the  fee  schedule 
amount);  and  (4)  on  unassigned  claims  only,  an  "extra  billing- 
amount  computed  as  the  difference  between  the  actual  charge  to 
the  beneficiary  up  to  the  applicable  limit  and  the  Medicare 
allowed  amount.    On  an  unassigned  claim,  the  physician's  actual 
charge  for  fee  schedule  services  is  limited  to  a  percentage  of 
the  fee  schedule  amount  in  1992  and  subsequent  years  under  the 
"limiting  charge"  rules  established  under  section  1848(g)(1)  of 
the  Social  security  Act. 

The  premium,  the  deductible,  and  the  coinsurance  amount 
apply  almost  uniformly  across  the  country  (under  the  fee  schedule 
coinsurance  varies  only  modestly  as  fee  schedule  amounts  are 
adjusted  by  the  geographic  adjustment  factor).     Extra  billing,  on 
the  other  hand,  can  vary  markedly  from  physician  to  physician, 
service  to  service,  and  beneficiary  to  beneficiary.     It  is  also 
the  expense  least  likely  to  be  covered  by  supplementary 
(Medi-gap)  insurance  plans.     Assignment  and  participation  rates 
relate  directly  to  extra  billing.     Although  the  concepts  of  extra 
billing,  assignment  and  participation  apply  to  certain  Part  B 
services  outside  the  scope  of  the  physician  fee  schedule,  the 
analysis  in  this  report  will  be  limited  to  fee  schedule  services 
wherever  possible.    Tables  4  through  9,  which  were  prepared 
specifically  for  this  report  using  1991  NCH  data,  are  limited  to 
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fee  schedule  services,  but  the  tables  that  include  pre-1991 
historical  information  (Tables  1  and  2)  and  the  participation 
agreement  tables  (Tables  2,  10,  and  11)  contain  some  services 
that  would  fall  outside  the  scope  of  the  new  physician  fee 
schedule  and  exclude  some  services  that  are  now  paid  under  the 
physician  fee  schedule;  see  table  footnotes.     The  statutory 
requirement  for  this  report  makes  reference  to  "physicians' 
services,"  which  the  statute  defines  for  this  purpose  as  the 
services  that  are  subject  to  the  physician  fee  schedule.  Also, 
limiting  the  data  extracted  specifically  for  this  report  to  fee 
schedule  services  will  facilitate  observation  of  the  possible 
effects  of  fee  schedule  implementation  on  participation, 
assignment,  and  extra  billing. 

Under  the  law  and  the  provisions  of  the  final  regulation, 
physician  fee  schedule  services  have  been  defined  as  professional 
services  of  physicians,  services  and  supplies  incident  to 
physicians'  services  (except  covered  drugs,  which  are  paid 
outside  the  fee  schedule),  services  of  independently  practicing 
physical  and  occupational  therapists,  diagnostic  X-ray  and  other 
diagnostic  tests.  X-ray,  radium,  and  radioactive  isotope  therapy. 
Diagnostic  tests  furnished  by  clinical  psychologists  and  clinical 
social  workers  are  paid  under  the  fee  schedule. 

When  a  physician  agrees  to  "accept  assignment"  with  respect 
to  a  claim  for  Medicare  benefits,  he  or  she  agrees  to  accept  the 
Medicare  allowed  amount  as  payment  in  full  for  the  service 
provided  to  the  beneficiary.    The  term  "assignment"  refers  to  the 
concept  of  the  beneficiary  "assigning"  his  right  to  the  Medicare 
benefit  to  the  physician.    Thus  in  assigned  claims,  the  Medicare 
payment  (generally  80  percent  of  the  fee  schedule  amount)  is  made 
directly  to  the  physician  and  in  unassigned  claims  Medicare 
payment  is  made  to  the  beneficiary.     Since  September  1990, 
physicians  have  been  required  to  submit  bills  for  both  assigned 
and  unassigned  claims  to  the  carriers  for  payment,  but  the 
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Medicare  payment  for  the  assigned  claim  continues  to  be  made  to 
the  physician  and  Medicare  payment  for  the  unassigned  claim  is 
made  to  the  beneficiary.     Thus  for  an  assigned  claim,  the 
physician  may  bill  the  beneficiary  only  for  the  20  percent 
coinsurance  portion  of  the  Medicare  approved  amount  after  the 
annual  $100  deductible  has  been  met.     For  an  unassigned  claim, 
the  physician  may  bill  the  beneficiary  for  the  full  submitted 
(actual)  charge  up  to  the  limiting  charge.     For  an  unassigned 
claim  the  beneficiary  is  accordingly  responsible  for  paying  the 
physician  any  applicable  deductible  amount  up  to  $100,  the  amount 
that  Medicare  pays  the  beneficiary  for  the  service,  the  20 
percent  coinsurance  amount,  and  any  difference  between  the 
physician's  actual  charge  for  the  service  and  the  Medicare 
allowed  charge  (i.e.,  the  extra  billing  amount),  but  no  more  than 
the  limiting  charge. 

Until  the  passage  of  the  Deficit  Reduction  Act  of  1984 
(DEFRA  of  1984),  Public  Law  98-369,  the  physician's  decision  on 
accepting  assignment  was  always  made  on  a  case  by  case  basis. 
DEFRA  of  1984  created  the  participating  physician  program,  under 
which  physicians  could  choose  to  be  designated  as  "participating" 
physicians  if  they  were  willing  to  accept  assignment  for  all 
cases.    This  participating  physician  designation  allows 
beneficiaries  to  readily  identify  those  physicians  who  will 
accept  assignment  at  all  times.     Nonparticipating  physicians 
continue  to  make  assignment  decisions  on  a  case  by  case  basis. 
The  participation  decision  is  made  annually,  during  an  enrollment 
period  prior  to  the  participation  year. 

DEFRA  of  1984  and  subsequent  amendments  offered  a  number  of 
incentives  to  encourage  physicians  to  participate.     Incentives  in 
force  in  1992  include  the  following: 
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(1)  The  fee  schedule  amounts  for  nonparticipating 
physicians  are  equal  to  95  percent  of  the  fee  schedule 
amounts  for  participating  physicians. 

(2)  Explanation  of  Medicare  Benefits  statements  sent  to 
beneficiaries  on  unassigned  claims  as  well  as 
publications  such  as  the  Medicare  Handbook  encourage 
use  of  participating  physicians. 

(3)  Directories  of  participating  physicians  are  published 
and  made  available  to  beneficiaries  and  senior  citizen 
groups,  implicitly  encouraging  beneficiaries  to  seek 
out  these  physicians  for  Medicare  services. 


(4) 


Claims  submitted  by  participating  physicians  are 
subject  to  faster  payment. 


(5)    Hospital  personnel  are  required  to  make  referrals  to 
participating  physicians  when  practicable. 

DEFRA  of  1984  placed  the  first  limits  on  physicians'  actual 
charges,  freezing  charges  at  the  levels  in  effect  during  the 
April- June  1984  quarter.     Congress  further  strengthened 
beneficiary  financial  protection  by  enacting,  as  part  of  the 
omnibus  Budget  Reconciliation  Act  of  1986  (OBRA  of  1986),  Public 
Law  99-509,  a  limit  on  the  amounts  that  physicians  could  charge 
Medicare  beneficiaries.    This  limit,  called  a  maximum  allowable 
actual  charge  (MAAC),  went  into  effect  in  1987.     It  was  generally 
based  on  a  physician's  actual  charges  during  a  base  period.  MAAC 
limits  were  very  individualized  and  reflected  the  wide  variations 
in  charges  for  a  given  service  characteristic  of  the  reasonable 
charge  payment  system.    As  part  of  the  physician  payment  reform 
package  included  in  OBRA  of  1989,  the  MAAC  was  replaced  by  a  new 
limiting  charge,  with  a  3-year  phase-in  beginning  in  1991.  For 
1991  the  limiting  charge  was  the  same  percentage  (but  no  more 
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than  25  percent)  above  the  1991  prevailing  charge  for 
nonparticipating  physicians  as  the  percentage  by  which  a 
physician's  1990  MAAC  exceeded  the  1990  prevailing  charge  for 
nonparticipating  physicians.     For  evaluation  and  management 
services  only,  the  percentage  cap  in  the  formula  above  was  raised 
to  40  percent.     In  practice,  this  rule  tightened  extra  billing 
limits  for  many  physicians,  since  MAAC  limits  had  often  exceed 
125  percent  of  the  nonparticipating  physician  prevailing  charge. 

in  the  second  year  of  the  phase-in,  the  1992  limiting  charge 
is  the  same  percentage  (but  no  more  than  20  percent)  above  the 
1992  fee  schedule  amount  for  nonparticipating  physicians  as  the 
percentage  by  which  a  physician's  1991  limiting  charge  exceeded 
the  1991  prevailing  charge  for  nonparticipating  physicians.  For 
the  years  1993  and  after,  the  limiting  charge  is  simply 
115  percent  of  the  fee  schedule  amount  for  nonparticipating 
physicians^- 
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HISTORICAL  TRENDS  IN  PARTICIPATION, 


ASSIGNMENT,   AND  EXTRA  BILLING 


In  order  to  provide  an  historical  context  in  which  to  place 
the  detailed  baseline  data  for  1991,  this  section  will  summarize 
available  data  for  years  previous  to  and  including  1991.  These 
"available"  data  are  national  summary  data  based  on  routine 
carrier  workload  reports  or  other  existing  claims  data  reports. 
Although  not  precisely  comparable  with  the  1991  baseline  data, 
these  data  are  sufficiently  comparable  to  establish  broad 
historical  trend  lines  that  will  be  useful  in  assessing  the 
implications  of  any  changes  in  assignment,  participation,  and 
extra  billing  observed  after  1991.     In  addition,  this  information 
will  give  us  some  indication  of  the  impact  of  first  phase 
implementation  of  the  limiting  charge  in  1991,  since  it  contains 
comparable  data  for  the  years  1990  and  1991. 

Assignment  aRd  Particioation 

Prior  to  the  participating  physician  program,  data  on 
assignment  combined  physicians  and  nonphysician  suppliers  of 
Part  B  services,  making  it  impossible  to  comment  precisely  on 
assignment  levels  for  physician  services  only.  However, 
beginning  in  FY  1985  when  separate  data  for  each  group  became 
available,  the  physician  figures  were  only  a  few  percentage 
points  below  the  physician/nonphysician  total  figures,  with  the 
two  rates  moving  in  tandem.    The  pattern  of  assignment  rates  (for 
physicians  and  nonphysicians )  prior  to  the  participating 
physician  program  shows  national  rates  based  on  covered  charges 
hovering  in  the  vicinity  of  50  percent  throughout  the  1970 's  and 
then  easing  upward  during  the  early  1980's.     By  FY  1984  the  rate 
for  physicians  and  nonphysicians  combined  had  reached 
57.9  percent.     This  figure  jumped  up  sharply  in  FY  1985  with  the 
introduction  of  the  participating  physician  program,  to 
67.4  percent  (a  16  percent  increase  in  one  year).    The  rate  for 
physicians  only  in  FY  1985  was  65.5  percent  (see  Table  1). 


TABLE  1 


Medicare  Physician  Assignment  and  Participation  Rates  Based  on 
Covered  Charges  by  Fiscal  Year  1985-1991  ' 


Assigned  Covered 

Covered  Charges 

1  Fiscal 

Charges  as  a  Percent 

of  Participating  Physicians  i 

i  Year 

1 

1 

of  Total  Covered  Charges  ^ 

as  a  Percent  of  Total 
Covered  Charges  ^ 

1985 

65.5  % 

36.0  % 

1986 

66.4 

37.5 

1987 

70.8 

44.8 

1  1988 

77.0 

54.1 

1989 

80.6 

60.7 

i  1990 

83.0 

65.1 

1  1991 

1 

86.1 

71.1 

'  Hncludes  assignment  and  participation  rates  for  Medical  Doaore  (MDs), 
Dociors  of  Osteopathy  (DOs),  and  Limited  License  Practitioners  (LLPs)  (optometrists, 
podiatrists,  ciiiropractois,  and  oral  surgeons). 


Assignment  rates  based  on  covered  charges  for  physicians'  services  during  the  period. 

Participation  rates  tased  on  covered  charges  for  physicians'  services 
during  the  period. 

SOURCE:  Bureau  of  Program  Operations 
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As  shown  in  Table  1,  assignment  rates  for  physicians' 
services  have  climbed  still  higher  since  1985,  in  parallel  with  a 
growth  in  the  participating  physician  program.     As  incentives  for 
participation  grew  more  attractive  and  widely  understood  and 
limitations  on  extra  billing  grew  more  stringent  with  the 
introduction  of  the  actual  charge  freeze  in  1984,  the  maximum 
actual  allowable  charge  in  1987  and  the  limiting  charge  in  1991, 
assignment  and  participation  reached  new  highs  in  FY  1991.  In 
that  year  86.1  percent  of  covered  charges  were  assigned  and 
71.1  percent  of  covered  charges  were  billed  by  participating 
physicians . 

Participation  as  measured  by  the  percent  of  physicians 
signing  participation  agreements  has  also  increased  substantially 
since  the  inception  of  the  participating  physician  program. 
Table  2  shows  that  in  October  1984,  when  the  first  participation 
agreements  were  signed,  30.4  percent  of  the  physician  and 
practitioner  practices  billing  Medicare  agreed  to  accept 
assignment  in  all  cases.     By  1987  this  rate  began  to  climb  and  by  ^cV 
1992  it  reached  a  new  high  of  52.2  percent.     In  other^words ,  of^  ^V^V^ 
the. 780,  131  Dhvsician/practitioner  practices  billing  Medicare,  "^^^^^ 
^^^^^""Xoif^Sl  signed  participation  agreements  for  calendar  year  1992. 
While  striking,  the  increase  in  the  participation  rate  measured 
by  percent  of  physician/practitioner  practices  signing 
participation  agreements  does  not  tell  the  entire  story  about  the 
degree  of  financial  protection  provided  for  beneficiaries  as  a 
result  of  the  participation  program.     This  is  because 
participating  physicians/practitioners  provide  a  disproportionate 
amount  of  services  received  by  Medicare  beneficiaries.  For 
example,  while  47.6  percent  of  physicians/practitioners  signed 
participation  agreements  for  CY  1991,  participating  physicians 
provided  services  accounting  for  71.1  percent  of  covered  charges 
in  FY  1991.  This  presumably  is  because  physicians  whose  total 
Medicare  billings  for  a  year  are  largest  (because,  for  example,  a 
larger  portion  of  their  patient  load  is  elderly),  are  most  likely 


TABLE  2 


Physicians/Practitioners  Participating  and  Billing  Medicare' 


Number 

M 1 1  m  hor 

1  ^  U  1  i  f  kJTSl 

Percent 

Participation  Starting 

Particioatina  ^ 



Rillinn  MpHiram 

Participating  ^ 

October 

1984 

NA 



MA 

.  

30.4  % 

October 

1985 

130,691 

459,870 

28.4 

May 

1986 

137,953 

487,464 

28.3 

January 

1987 

159,091 

519,635 

30.6 

April 

1988 

194,343 

521,028 

37.3 

January 

1989 

283,475 

696,848 

40.7 

April 

1990 

329,008 

745.240 

44.1 

January 

1991 

360,765 

758,363 

47.6 

January 

1992 

407,495 

780,131 

52.2 

Includes  physicians  (medical  doctors,  doctors  of  osteopathy,  and  limited  license  practitioners) 
and  nonphysician  practitioners  (including  certified  registered  nurse  anesthetist, 
certified  registered  midwife,  audtologist,  psychologists,  physical  therapist,  occupational 
therapist,  clinical  psychologist,  and  clinical  social  wort<er). 


Participation  counts  reflect  physicians/practitioners  who  are  participating  in  at  least 
one  practice  setting  within  a  Medicare  Part  B  carrier's  processing  area 
Physicians/practitioners  who  practice  in  more  than  one  practice  setting  are  counted 
onfy  once.  Example,  a  physician/practitioner  participating  in  a  solo  practice 
but  not  participating  in  a  group  practice  is  counted  as  participating.  Although 
physicians/practitioners  are  counted  only  once  within  each  carrier's  processing  area, 
physicians/practitioners  can  practice  in  more  than  one  carrier's  processing  area  (such  as 
along  State  borders)  and  therefore  may  overstate  the  actual  number  of 
phystcians/practitioners.  TTiis  duplication  also  applies  to  the  number  of  physiciais/practitioners 
billing  Medicare. 

'  The  number  of  participating  physicians/practitioners  as  a  percent  of  the  number  of 
physicians/pranitioners  billing  Medicare  within  each  Medicare  Part  B  carrier's  processing 
area. 

■NA'  means  data  not  available.  For  FY  1984,  data  represent  percentage  of  agreements;  thus 
physicians  may  have  teen  counted  t>ased  on  each  practice  setting.  Effective  with  the 
October  1985  participation  period,  carriers  were  instructed  to  count  physicians/practitioners 
only  orx*  if  they  practiced  in  rrwre  than  one  setting. 


SOURCE:  Bureau  of  Progam  Operations 
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to  choose  to  participate--a  pattern  that  has  held  throughout  the 
life  of  the  participating  physician  program  to  date. 

Tables  1  and  2  show  national  trends  in  participation  and 
assignment.     Data  not  displayed  here  indicate  that  rates  have 
varied  widely  from  State  to  State  and  specialty  to  specialty. 
While  the  general  trend  was  for  all  rates  to  move  upward  over  the 
years,  the  tables  in  the  following  sections  displaying  the  most 
recent  data  will  show  that  rates  in  some  States  and  some 
specialties  remain  relatively  low. 

Extra  Billing 

* 

National  trend  data  in  Table  3  show  that  potential  physician 
extra  billing  peaked  in  FY  1986  at  $2.7  billion,  declined  to 
$2.1  billion  in  FY  1989  and  FY  1990,  and  then  declined  further, 
to  $1.8  billion  in  FY  1991.    All  extra  billing  figures  represent 
"potential"  amounts  since  whether  physicians  actually  collect  the 
full  potential  extra  billing  amount  cannot  be  determined  from 
HCFA's  statistical  records.     It  would  appear  that  the  rise  in 
assignment  and  participation  resulting  from  the  introduction  of 
the  participating  physician  program  has  reduced  aggregate  amounts 
of  extra  billing  for  which  Medicare  beneficiaries  are 
responsible.     Introduction  of  the  limiting  charge  in  1991  may 
also  have  been  a  factor. 

Total  submitted  unassigned  charges  by  physicians  were 
$9.1  billion  in  FY  1985,  peaked  at  $10.1  billion  in  FY  1986  and 
FY  1987,  and  by  FY  1990  had  declined  to  $8.2  billion.  In 
FY  1991,  when  the  limiting  charge  began  to  phase  in,  the  decline 
continued,  to  $7.6  billion.    And  since  no  adjustment  has  been 
made  in  these  dollar  figures  to  take  into  account  the  inflation 
and  enrollment  growth  that  we  know  to  have  occurred  during  the 
period,  the  amount  of  extra  billing  in  real  terms  per  beneficiary 
declined  even  more  sharply.    Table  3  also  shows  that  extra 


TABLE  3 


M^licarB  -  Trsnda  in  Potentiai  Extra  Billing  tor  Part  B  Physicians-  Seivices 


Raci^ 
Y«ar 


Number  of 
Un  assigned 
Approved  Qaims  ' 

(in  millions) 


Percent  of 
Un  assigned 
Approved  Oaims ' 
Reduced 


1965 
1966 
:  1967 
i  1966 
I  1969 
I  1980 
i  1991 


70.5 
81 .3 
81.7 
75.3 
71.1 
72.3 
74.5 


I 


85.9% 

856 

83.3 

863 

90.3 

91.1 

91.5 


Total 
Unassigned 
Submitted 
Charges ' 
(in  bllions) 


Total 
Unassigned 
Allowed 
Charges 

(in  billions) 


Extra 
Biilinga* 
CmbiHions^ 


Extra  Biffinge 
M%of 
Allowed  Charges 


S9.1 
10.1 
10.1 
9.0 
8.4 
8.2 
7.6 


$6.7 
74 

7.5 
6.8 
6.3 
6.1 
5.8 


S2.4 
2.7 
2.6 
22 

^1 

2.1 
1.6 


35.1  % 

36.6 

344 

32.8 

33.4 

33.6 

31.5 


'  UnaatigrMd  claims  for  Medicare  physician  servwes  ^ich  w«re  approved  fer  payment  or  i^jpiiMj  toward  the  deductibia 
Percent  of  unasatgned  approved  claims  for  which  the  coverwj  charges  went  reduced  ae  a  result  of  reaeonable  charoe  ' 

detem^ination. 

|BaB«d  on  submitted  charges  for  Medicare  physwian  seivtces  for  unaaaigned  cl«ms  procMsed  during  the  period 
Potental  extra  billing  is  the  drffererKe  between  submitted  charges  trxi  Utomd  charges  on  unaM^ied  cl«ms. 


The  proportion  of  the  potental  extra  billing  amount  that  physicivit  actudfy  collect  c«inot  be 
statisbcal  necorda. 


datermined  from  HCFA'a 


SOURCE  Bureau  of  Program  Operabona/  Adminiatrative  Data. 
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billing  as  a  percent  of  total  allowed  charges  for  unassigned 
claims  peaked  at  36.6  percent  in  FY  1986,  declined  to  33.8 
percent  by  FY  1990,  and  then  declined  to  31.5  percent  in  FY  1991. 
When  viewed  in  combination  with  the  growth  in  assignment  rates 
based  on  covered  charges,  these  figures  suggest  that 
beneficiaries  generally  have  experienced  substantial  reductions 
in  out-of-pocket  costs  for  physician  services  arising  from  extra 
billing. 

Summary 

Putting  these  facts  together,  we  can  infer  that  during  the 
years  immediately  preceding  physician  payment  reform,  across  the 
nation  more  physicians  were  choosing  to  participate  and  the 
proportion  of  Medicare  allowed  charges  associated  with  assigned 
claims  was  on  the  rise.  As  a  result,  total  extra  billing 
declined.     For  those  services  still  subject  to  extra  billing,  the 
average  amount  of  extra  billing  declined  moderately  from  just 
more  than  one-third  of  the  allowed  charge  to  slightly  less  than 
one-third  of  the  allowed  charge.  The  steepest  year  to  year 
decline  occurred  during  the  first  year  of  the  limiting  charge 
phase-in.    Thus  for  those  beneficiaries  still  subject  to  extra 
billing,  albeit  a  substantially  reduced  number,  the  extra  billing 
per  service  could  be  sizable. 
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PARTICIPATION,  ASSIGNMENT, 
DURING  THE  BASELINE 


AND  EXTRA  BILLING 
YEAR:  1991 


Assumptions  and  Data  Source 

We  plan  to  monitor  change  in  actual  charges  of 
nonparticipating  physicians,  change  in  rates  of  participation  and 
assignment  based  on  allowed  charges  and  change  in  extra  billing, 
using  calendar  year  1991  as  a  baseline  year.  We  have  extracted 
ICQ  percent  data  from  the  1991  National  Claims  History  pertaining 
to  these  variables.  Our  data  include  services  incurred  and 
processed  from  January  through  December  1991.     Although  allowed 
charges  are  understated  by  approximately  10  percent  due  to  lack 
of  data  for  services  incurred  in  1991  but  processed  later,  we 
believe  the  percentages  computed  to  be  unaffected.     In  future 
reports  these  data  will  be  compared  against  corresponding  data 
for  1992  and- subsequent  years  in  order  to  assess  change  over 
time.  The  1991  baseline  data  are  presented  in  Tables  4  through  9 
below. 

Although  the  customary,  prevailing,  and  reasonable  charge 
payment  system  was  still  in  effect  during  the  baseline  year  of 
1991,  we  nonetheless  thought  it  most  useful  to  define  the  scope 
of  our  analysis  by  the  list  of  services  within  the  fee  schedule 
definition  of  physicians'  services,  so  that  effects  of  fee 
schedule  implementation  could  best  be  assessed  over  time. 
Therefore  we  have  made  some  assumptions  about  which  1991  HCPCS 
procedure  codes  would  have  been  encompassed  within  the  fee 
schedule  had  it  been  in  effect  in  that  year,  based  on  the 
procedure  codes  actually  included  in  1992.     In  addition,  we  have 
included  data  for  services  provided  by  nonphysician  practitioners 
if  those  services  are  included  within  the  physician  fee  schedule 
(e.g.,  psychological  tests  furnished  by  clinical  psychologists, 
technical  components  of  x-ray  services  provided  by  portable  x-ray 
suppliers).    The  physician  fee  schedule  final  rule  published  in 
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the  Federal  Register  of  November  25,  1991  (56  FR  59502)  provides 
detailed  information  about  the  range  of  services  encompassed 
within  the  fee  schedule. 

When  monitoring  changes  in  participation,  assignment  and 
extra  billing  in  1991  and  subsequent  years,  we  will  attempt  to 
consider  how  the  trends  observed  may  have  been  affected  by  the 
second  and  third  stages  of  the  phase-in  of  the  limiting  charge, 
already  described  above.     (Possible  effects  of  the  first  year 
limiting  charge  phase-in  on  changes  from  1990  to  1991  were 
discussed  in  the  earlier  section  on  historical  trends.)  Like  the 
MAAC,  the  limiting  charge  applies  only  to  services  provided  by 
physicians;  thus  the  limiting  charge -policy  change  is  relevant  to 
all  the  services  we  included  in  our  analysis  except  those 
provided  by  nonphysician  practitioners  or  suppliers. 

Summary  of  Physician  Payment  Rules  in  Effect  in  1991 

As  mentioned  earlier,  1991  was  the  last  year  during  which 
Medicare  physician  payments  were  computed  using  the  customary, 
prevailing,  and  reasonable  charge  rules.    Under  these  rules, 
physician  fees  were  very  individualized  and  varied  widely  from 
carrier  locality  to  locality  and  even  from  physician  to  physician 
within  a  given  locality,  depending  on  historical  charging 
patterns.     Specialty  differentials  were  widely  but  not  uniformly 
used  by  the  carriers  in  pricing  services,  allowing  specialists  to 
be  paid  more  for  furnishing  a  given  service  with  a  given 
procedure  code  than  general  practitioners  or  other  non- 
specialists.    Carriers  had  a  great  deal  of  discretion  over  many 
aspects  of  billing  and  payment,  leading  to  lack  of 
standardization  in  many  areas,  including  the  range  of  services 
encompassed  or  "bundled"  with  a  surgical  procedure.  Several 
rounds  of  Congressionally  mandated  overpriced  procedure 
reductions  had  brought  down  fees  for  hundreds  of  procedures,  but 
many  procedures  were  still  "overpriced"  relative  to  cognitive 
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services  according  to  the  Harvard  relative  value  scale  studies 
that  were  to  form  the  basis  of  the  physician  fee  schedule.  The 
limiting  charge  was  in  its  first  phase-in  year  and 
nonparticipating  physicians  were  subject  to  5  percent  reductions 
in  their  prevailing  charges. 

Assionmeni-  and  Participation  by  Specialty 

Tables  4  through  6  present  information  about  allowed  charges 
for  claims  submitted  by  participating  physicians,  and  allowed 
charges  for  assigned  and  unassigned  claims  submitted  by 
nonparticipating  physicians.  Table  4  breaks  out  these  data  by 
physician/practitioner  specialty.     The  four  limited  license 
practitioner  specialties  (defined  in  statute  as  chiropractors, 
optometrists,  oral  surgeons,  and  podiatrists)  are  grouped  and 
subtotaled;  their  data  are  included  in  the  "Total  Physicians- 
line  as  well,     Nonphysician  practitioners  who  receive  payments 
under  the  fee  schedule  are  shown  separately,  as  are  suppliers 
providing  physician  fee  schedule  services.    Data  for  all 
physicians,  nonphysicians ,  and  suppliers  providing  fee  schedule 
services  are  aggregated  in  the  "All  Specialties"  line.  Across 
all  groups,  allowed  charges  for  assigned  claims  represented  83.6 
percent  of  total  allowed  charges  in  1991,  since  participating 
physicians  and  practitioners  accounted  for  69.9  percent  of 
charges  and  assigned  claims  submitted  by  nonparticipating 
physicians/practitioners  for  another  13.7  percent.    The  remaining 
16.3  percent  of  charges  are  associated  with  unassigned  claims 
submitted  by  nonparticipating  physicians/practitioners. 

Within  the  M.D./D.O.  physician  specialties,  in  general, 
participation  and  assignment  rates  are  higher  for  surgical 
specialties  than  primary  care  specialties,  although  there  are 
exceptions.     Typical  of  this  general  pattern  are  thoracic 
surgery,  with  a  relatively  high  78.6  percent  participation  rate 
based  on  charges  and  only  11.5  percent  of  allowed  charges  from 
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(Fee  Schedule  Only)  ' 


Participating  Nonpartcipating 
Phystcians/practrtjoners  Physicians/practftoners 


Specialty 
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'  Bum  on  §i\om»a  cntrgn  tor  proctdurn  daKnM  u  phy«ci*n>  MoncM  ufldar  tn«  M«d«car«  phytioan  fM  tcnaduM. 
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unassigned  claims;  and  family  practice,  with  a  relatively  low 
59.7  percent  participation  rate  based  on  charges  and  24.2  percent 
of  allowed  charges  from  unassigned  claims.     Some  have  suggested 
that  one  factor  underlying  this  pattern  could  be  the  relatively 
low  Medicare  payments  for  primary  care  services  under  the 
reasonable  charge  payment  system,  making  it  more  likely  that 
primary  care  physicians  would  want  to  bill  patients  for  amounts 
in  excess  of  the  Medicare  allowed  charge.     If  this  is  indeed  a 
factor,  the  shifting  of  Medicare  payments  under  the  fee  schedule 
from  procedural  services  toward  visits  may  reduce  incentives  for 
primary  care  physicians  to  extra  bill. 

The  lowest  rates  of  participation  and  assignment  for  M.D. 
and  D.O.  physicians  are  those  for  anesthesiologists  (50.3  percent 
and  69.4  percent  of  allowed  charges,  respectively).    The  highest 
rates  are  for  nephrologists--84 . 3  percent  and  94.9  percent  of 
allowed  charges,  respectively. 

The  participation  and  assignment  rates  for  limited  license 
practitioners  vary  widely,  with  optometrists  and  podiatrists 
among  the  most  likely  physicians  to  participate  and  accept 
assignment,  but  chiropractors  by  far  the  least  likely,  with  a 
participation  rate  based  on  allowed  charges  of  only  40.6  percent 
and  46.5  percent  of  allowed  charges  associated  with  unassigned 
claims.  Elimination  of  differential  payments  by  specialty  under 
the  fee  schedule  arid  other  factors  are  expected  to  produce 
sizable  increases  in  Medicare  payments  per  service  for  limited 
license  practitioners,  especially  when  the  fee  schedule  is  fully 
effective.     We  will  observe  over  time  whether  these  increased 
payments  will  increase  participation  and  assignment  by 
chiropractors  and  whether  the  rates  for  optometrists  and 
podiatrists  will  climb  even  higher.  (Preliminary  indications  are 
discussed  later  in  this  report.) 
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Assignment  and  Participation  bv  Type  of  Service 


In  Table  5,  participation  and  assignment  based  on  allowed 
charges  are  shown  for  26  major  types  of  service  paid  for  under 
the  physician  fee  schedule.     The  type  of  service  categories  used 
here  are  based  on  procedure  code  groupings  and  are  generally 
consistent  with  the  major  categories  used  in  the  1992  report  to 
Congress  on  changes  in  utilization  and  access  to  services.     For  a 
more  detailed  explanation  of  the  kinds  of  services  grouped  in 
each  category,  see  the  Appendix  to  this  report. 

The  rates  of  participation  and  assignment  shown  in  Table  5 
tend  to  reinforce  the  patterns  observed  in  the  Table  4  breakout 
by  specialty.     Anesthesia,  chiropractic  services,  and  office 
visits  are  associated  with  the  lowest  rates  of  participation  and 
assignment.     Fully  26.5  percent  of  the  $4.3  billion  in  allowed 
charges  for  office  visits  was  for  unasslgned  claims.    Most  likely 
to  be  taken  on  assignment  in  1991  were  claims  for  emergency 
department  care,  dialysis,  and  physician  fee  schedule  laboratory 
tests.    Among  the  higher  volume  Medicare  services  (measured  by 
charges)  hospital  visits  and  eye  surgery  had  relatively  high 
rates  of  assignment  (86.7  percent  of  allowed  charges  for  hospital 
visits  and  90.2  percent  for  eye  surgery). 

Assignment  and  Participation  bv  State 

As  shown  on  Table  6,  participation  rates  by  State  based  on 
allowed  charges  ranged  from  19.7  percent  in  South  Dakota  to 
97.1  percent  in  Rhode  Island  in  1991.     Ten  States  had  rates  below 
50  percent--Colorado,  Idaho,  Minnesota,  Montana,  North  Dakota, 
Oregon,  South  Dakota,  Washington,  Wisconsin,  and  Wyoming.  Eight 
States  had  rates  above  85  percent--Alabama,  Kansas, 
Massachusetts,  Michigan,  Nevada,  Pennsylvania,  Rhode  Island,  and 
Vermont.     Assignment  rates  generally  follow  these  participation 
rates.    No  clear  urban/rural  pattern  emerges.    High  assignment 


TABLE  5 

Medicare  1991  Allowed  Charge,  ot  Participating  and  Non  Participating  Phy,ician»/Practrtioners  as  a  Parent  of  Total 

Allowed  Charges  by  Type  of  Service 
 (Fee  Schedule  Only)  '  


Participating 
Physicians/Practitioners 


Nonparticipating 
Physicians/Practitioners 


Type  of  Service  ^ 


Total 
Allowed 
Charges 


Percent  of 


Aaaigned  Servicee    ,  Unaasigned  Services 


(in  millions) 

Total 

Allowed 

 , 

—  

Charges 

Anesthesia 

«  1 ,  1  Oc.  J 

51.0  % 

Standard  Imaging 

1  ,/£<i3.0 

74.1 

Advanced  Imaging 

Ann  n 

f/.O 

Echography 

Q57  1 

Imaging/Procedure 

R9d  7 

77  i 

/  /  .  1 

Office  Visits 

A  ^ 

1       f  ■  <5 

02.9 

Hospital  Visits 

3  49A  A 

w.^f  CD.  O 

Of  .u 

Emergency  Department  Care 

530.5 

Aft  1 

^     Ow.  1 

Home/Nursing  Home  Visits 

418.9 

DO. 9 

Specialist  Visits 

/  o.o 

ConsuKotions 

1,079.5 

70.6 

Major  Procedures  General 

1.391.2 

67.0 

Major  Cardiovascular  Procedures 

1,468.3 

75.8 

Major  Orthopedic  Procedures 

879,7 

66.0 

Eye  Procedures  -  Surgery 

2,670.8 

76.9 

Ambulatory  Procedures 

1,084.6 

69.9 

Minor  Procedures 

1,190.7 

70.7 

Oncology 

626.1 

76.5 

Endoscopy 

1,476.7 

69.8 

Dialysis 

134.2 

84  7 

Lab  Tests 

45.5 

74.5 

Other  Tests 

1,346.5 

71.4 

Assistant  at  Surgery^ 

231.4 

66.4 

Chiropractic 

163.0 

41.1 

Exceptions/Unclassified  -  CPT  Codes 

35.7 

56.2 

Exceptions/Unclassified  -  Alpha  Codes 

7.6 

60.9 

TOTAL 

$29,605.0 

68.9  % 

Percent  of 

Total 
Allowed 
Charges 


19.0  % 

10.3 

10.2 

12.8 

10.6 

10.6 

19.7 

10.3 

21.7 

12.3 

15.9 

14.1 

11.8 

13.9 

13.3 

14.0 

13.8 

10.9 

13.7 

13.1 

17.1 

14.2 

17.0 

12.9 

22.9 

24.7 

13.7  % 


Percent  of 
Total 
Allowed 
Charges 


30.0  % 

15.7 

12.1 

9.7 
12.3 
26.5 
13.3 

3.7 

9.4 
14.0 
13.5 
18.9 
12.3 
20.1 

9.9 
16.1 
15.6 
12.6 
16.5 

2.1 

8.4 
14.4 
16.6 
46.1 
20.9 
14.4 

16.3  % 


I  Battd  on  ailowta  chtrgti  (or  B'Octaur»f  dcfintd  u  phy«iei«ni  ••rvicat  una«r  th»  Medico*  pnytieiin  f*«  tclttdul* 
All  typM  ot  t«rv>c*  •ic»Bt  ••••itunt  tt  iurg«ty'  tf*  M$*a  on  preccdur*  cod*  groupingt  a«v*lop*d  by  tn»  Urban  InMtuta.  S««  App»nai«  A  for 
laaidonai  lypt  o(  ««fvic»  aodmoont  Typt  ot  »»ryie»  '■•iitUnt  tt  lurgary-  batca  on  HCFA  typ*  ot  xrvic*  cod* 
D(tt  lor  ••■itMnt  at  surgery  larvicaa  may  not  ba  raKabIa  ainca  coding  and  raportng  of  thaaa  tarvicat  by  carnar* 
»a*  not  always  coniiitant. 

Baiad  on  lummary  aata  Irom  tha  tsst  National  Claimt  Hiatory  for  phyaiciant  tarvicat  ineurrad  and  proeattad  front  January 
through  OectrriDar  i99t  Aiinoaa  chargat  ar*  unaartutad  by  appronmataly  tO%  due  to  lack  of  aata  lor  tarvicat  incurrad 
in  1981  but  proeattad  m  1992.  Momvar,  w*  baiiava  tn*  parcantagat  ar*  unaffactaa  by  tha  mitting  aau. 


SOURCE  Buratu  ol  Oata  Managamant  ana  Strategy 


TABLES 


Medicare  1991  AJIowad  Cha/^M  of  Participabng  and  Non  Participating  Phyticiwis/Practtionara  a*  a  Parcant 

Of  Total  Alloyed  Cha/gaa  by  SUrta 
 (Faa  Schadula  Only)  '   


Participabng 
Phyaicians/Practit)onars 


State 


Total 
Allowed 
Charges 

(in  millions) 


Total ' 

Alabama 
Alaaka 
Arizona 
Arkansas 
Callfomla 
Colorado 
ConnactKut 
Delaware 

Oiatnct  of  Columbia 
Rorida 
Georgia 
Hawaii 
Id^ 
Illinois 
Indiana 
Iowa 
Kanaaa 
Kentucky 
Louisiana 
Maina 

Maryland  . 
MasMchusetts 
Michigan 
Minnesota 
Misais«ppi 
Missouri 
Montana 
Nebrafcka 
Nevada 

New  Hampahire 

New  Jersey 

NewMaioco 

New  York 

North  Caroline 

North  Dakota 
;  Ohio 
,  Oklahoma 
;  Oregon 
!  Pennsytvania 
'   Rhode  lsl«id 
1   South  Carolina 
,  South  Dakota 
I  Tenneeeea 
:  Texas 
'  Utah 
Vermont 
Virginia 
.  Washington 
I  West  Virginia  i 
I  Wisconsin 

I  Wyoming  j 
i   Puerto  Rico/Vlrgin  Islands  | 


$29,605.0 

471 ,7 
17.7 
466.4 
288.5 
3,286.3 
201.8 
45S.S 
73.0 
345.9 
2.900.0 
630.1 
75.1 
66.1 
1,1982 
539.7 
268.5 
XI  .6 
379.4 
488.7 
114.6 
377.0 
720.7 
1,154.0 
X1 .8 
226.3 
557.3 
70.4 
150.5 
166.0 
81.8 
1,063.3 
108.8 
a335.8 
608.4 
91.3 
1,303.8 
XI  .6 
2372 
1.978.8 
122.3 
270.0 
53.1 
5704 
1,637.8 
90.6 
40,7 
445.2 
445.1 
200.7 
469.4 
202 

213.1 


Nonparbcipatlng 
Physicians/Practitioners 


Percent  of 

Total 
Allowed 
Charges 


Aseigned  Services  i  Uhaeaigned  Services 


68.9% 

866 

612 

68.7 

84.5 

IZS 

49.4 

712 

77.0 

782 

70.9 

70.7 

68.6 
19.9 

61.8 
662 
57.4 
86.7 
74.9 
78.7 
82.0 
83.7 
93.7 
882 
25.3 
73.8 
X.1 
33.5 
57.3 

9eo 
x.e 

50.4 

63.5 

W.7 

65.4 

X.7 

76.1 

52.5 

43.7 

93.9 

97.1 

68.0 

19.7 

76.3 

61.5 

73.5 

87.8 

75.4 

44.0 

84.6 

48.8 

21.5 

91.3 


Percent  of 
Total 
Allowed 
Charges 


13.7% 

7.1 
23.8 
9.6 
7.9 
13.0 
212 
14.3 
13.8 
8.1 
14.7 
13.8 
16.5 
13.6 
13.9 
11.8 
10.7 

4.5 
11.9 
10.7 
11.1 

8.4 

5.7 

5.7 
17.9 
14.3 
16.0 
18.8 

8.8 
.  52 
17.0 

2^3 

17.6 
21.1 
152 
252 
10.3 
16.9 
16.9 
4.4 
23 
17.4 
13.7 
120 
19.4 
8.6 
7.0 
112 
17.8 
10.0 
19.1 
23.5 

72 


Percent  of 
Total 
Allowed 
Charges 


16.3% 

6.3 

15.0 

21.7 
7.6 

14.4 

29.4 

14.5 
9.4 

13.7 

14.4 

15.5 

14.9 

66.5 

24.3 

22.0 

32.0 
8.9 

13.3 

10.6 
6.9 
7.9 
0.6 
6.0 

56.8 

11.9 

24.0 

47.7 

X.9 
28 
222 
272 
18.9 
18.3 
19.5 
44.1 
13.6 
X.6 
X.4 
1.7 
0.6 
14.6 
66.7 
11.7 
19.1 
17.9 
52 
13.4 
382 
55 
32.1 
56.0 

1.4 


'  Bum  on  (iioMa  cn«rg»t  for  proe»aur»»  dailnM  u  pfiytieiant  wnne**  una«f  th»  M»aic«r»  pnywean  I—  ten^dui*. 
'  includM  •llowsd  cMrgct  tor  phyociant  MrviCM  proCMsM  tor  Railroad  nMrcmam  Bovd  claim*. 

Bu»d  on  «umm«ry  data  from  mo  iMi  l^onaJ  Claimi  Mmory  for  phyaieiant  aarviea*  ineurrad  and  proeaaaad  from  January 
through  OacaiTiBar  I9ei  Aliowad  charga*  art  undar««aa  By  approiomataiy  10%  dua to  laeli  o<  daa for  aarwcat  ineurrad 
in  1891  ButprocatMd  in  1S92  Howavar.  »•  baliav*  th*  parcantaga*  ara  unaftactad  By  tha  fflitting  data 
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rate  States  tend  to  be  concentrated  in  the  northeast  and  low 
assignment  rate  States  tend  to  be  concentrated  in  the  west. 
There  are  exceptions  to  these  generalizations,  however:  Nevada 
is  a  western  State  with  a  high  assignment  rate  based  on  allowed 
charges  (97.2  percent)  and  New  Jersey  is  a  northern  State  with  a 
relatively  low  assignment  rate  (72.7  percent). 

Several  States  have  State  statutes  either  restricting  or 
prohibiting  extra  billing  on  Medicare  claims. 

Extra  Billing  Overall 

Tables  7  through  9  show  submitted  charges  (for  allowed 
services),  allowed  charges,  and  extra  billing  amounts--both  in 
absolute  dollars  and  as  a  percent  of  allowed  charges.    Overall  in 
1991  submitted  charges  for  allowed  unassigned  claims  totalled 
$6.3  billion;  allowed  charges  for  these  claims  were  $4.8  billion/ 
and  extra  billing  (difference  between  submitted  charges  and 
allowed  charges)  was  $1.4  billion.    These  NCH  data  indicate  that 
total  extra  billing  was  29.8  percent  of  total  allowed  charges  for 
unassigned  claims  in  CY  1991— an  amount  somewhat  lower  than  the 
31.5  percent  figure  based  on  carrier  workload  data  for  a  broader 
range  of  services  shown  earlier  for  FY  1991  in  Table  3.  Since 
the  limiting  charge  was  in  effect  throughout  CY  1991  but  only 
during  the  last  9  months  of  FY  1991  and  since  the  workload  data 
include  claims  processed  in  FY  1991  but  include  some  services 
performed  prior  to  this  fiscal  year,  this  variation  is  probably 
due  in  large  part  to  the  different  periods  of  time  measured  and 
to  the  effect  of  the  limiting  charge  in  restraining  extra 
billing.    Like  the  carrier  workload  data,  the  NCH  data  indicate 
that  extra  billing  per  unassigned  service  remained  substantial  in 
1991.     Regardless  of  the  effectiveness  of  the  limiting  charge  in 
holding  down  the  amounts  of  extra  billing  per  unassigned  claim, 
it  is  almost  certain  that  the  limiting  charge  phase-in  reduced 
the  number  of  cases  accepted  on  an  unassigned  basis  and  in  that 
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way  contributed  to  an  overall  reduction  in  the  amount  of  extra 
billing.     Extra  billing  in  1991  represented  only  4.9  percent  of 
total  allowed  charges  for  physician  fee  schedule  services. 

Extra  Billing  by  Specialty 

Extra  billing  is  broken  out  by  specialty  in  Table  7.  The 
largest  amounts  of  extra  billing  measured  in  absolute  dollars  are 
associated  with  internists  ($254.2  million),  anesthesiologists 
($131.0  million),  ophthalmologists  ($112.2  million),  and 
orthopedic  surgeons  ($101.5  million).     The  smallest  amounts  of 
extra  billing  are  associated  with  optometrists  ($2.8  million), 
nephrologists  ($4.2),  and  plastic  surgeons  ($11.1  million). 
Among  physicians  including  limited  license  practitioners,  extra 
billing  as  a  percent  of  allowed  charges  for  unassigned  claims  was 
highest  in  1991  for  oral  surgeons  (68.5  percent),  plastic 
surgeons  (55t0  percent),  obstetricians/gynecologists 
(43.8  percent),  and  neurosurgeons  (43.7  percent)  and  lowest  for 
optometrists  (18.4  percent),  radiologists  (20.9  percent),  and 
chiropractors  (25.2  percent). 

This  information  complicates  the  simpler  story  told  by 
Table  4  (assignment  and  participation  rates  by  specialty) 
earlier.     While  most  procedure-intensive  specialties  have 
relatively  high  assignment  rates,  those  who  do  extra  bill  may 
have  extra  billing "amounts  large  in  relation  to  the  Medicare 
allowed  charge.     In  addition,  because  surgical  services  are 
relatively  expensive  and  some  are  quite  commonly  performed  on 
Medicare  beneficiaries,  the  absolute  dollar  amounts  associated 
with  extra  billing  from  procedures,  including  surgery,  can  be 
very  large.     For  example,  while  ophthalmologists  have  one  of  the 
highest  assignment  rates,  extra  billing  by  nonparticipating 
ophthalmologists  represents  more  than  one-fourth  of  their  allowed 
charges  associated  with  unassigned  claims.  Because 
ophthalmologists'  total  allowed  charges  for  all  claims  are  about 


TABLE  7 


M«dicv«  1991  Nonparticipaiing  Physicians'  Charges  for  Unassigned  Sar^cas  by  Spaciaity 

(Fee  Schedule  Only)  ' 


Specialty 


Net 

Submitted  Allowed 

Charges  ^  Charges 

(in  millions)  (In  millions) 


Extra  BUIng^ 


Charges 

(in  millions) 


Percent  of 
Allowed 
Charges 


All  Soaciattiaa  * 

$6,278.9 

$4,835.8 

$1,443.2 

Physicians  (MDs  and  DOs) 

6,030.9 

4,641 .9 

1 ,389.0 

29.9 

Famity  Practice 

428  1 

337.9 

90.2 

26.7 

General  Practice 

220.5 

i 

173.8 

46  7 

26.9 

Cardiology 

381.6 

294.1  j 

87.5 

29.8  1 

Dermatoiogy  1 

135.1 

106.6 

28.5 

26.7 

Internal  Medicine 

II  IIVI  1  lO  IWIW\^\*tI 

1 ,228.9 

974.7  ! 

254.2 

26.1  i 

QMtrodntvroiOQy  1 

113.6  1 

89.0 

24.6 

27.6 

17.0 

12.8 

4.2 

32.7 

N^urotoyy 

82.2 

62.5 

19.7 

31 .6 

Obttdtno-QyiTcology 

68.3 

475 

20.8 

43.8 

Ptychictry 

75.4 

55.9 

19.5 

34.9 

Pulmonary  i 

72.1 

56.0 

16.0 

28.6 

Urology  i 

! 

3096 

^36.2 

73.4 

31.1 

Anesthesiology  | 

473.2 

342.3 

131.0 

38.3 

66.1 

50.2 

15.9 

31 .7 

Radiology '  j 

406.6 

336.4 

70.2 

20.9 

General  Suroerv  i 

342.1 

249.0 

93.0 

37.4 

64  6 

44.9 

19.6 

43.7 

Oohthatmoloow  ' 

531 .8 

419.6 

112.2 

26.7 

Orthopedic  Surgery 

397.3 

295.8 

101.5 

34.3 

Otolaryngology 

104.9 

77.4 

27.5 

35.5 

Ractic  Surgery 

31 .2 

20.1 

11.1 

55.0 

Thoracic  Surgery 

131.4 

95.6 

35.8 

37.5 

Clinic  or  other  group  practice 

2508 

188.8 

62.0 

32.8 

All  other  physicians 

98.6 

74.9 

23.8 

31.7 

Limitad  Licanaa  PracMtiunara  (LLPa) 

197.1 

156.4 

40.7 

26.0 

Optometry 

18.1 

15.3 

2.8 

18.4 

Chiropractic 

91.7 

73.2 

18.5 

25.2 

Podiatry 

79.3 

63.2 

16.2 

25.6 

Oral  Surgery 

7.9 

4.7 

1  3.2 

68.5 

Totd  Phyaiciwa  (MOa.  DOa  and  LLPa) 

6.228.0 

4798.3 

1  1429.7 

29.8 

Nonphyaician  Praetitionara  * 

31 .8 

24.0 

7.8 

32.7 

Suppliara 

!  19.2 

13.S 

!  5.7 

41.9 

Poitabia  X-R«y  SuppNar  (Indapandant) 

1.4 

i  1-1 

i  0.3 

i  27.4 

Independent  Laboratory 

11.8 

8.5 

'  3.3 

38.2 

All  Other  Suppliers 

6.0 

'  3.9 

2.1 

'  53.8 

BstM  on  unaMignM  cnsrg**  tor  proecdurn  atdnad  at  pny»ici«ni  (trvicct  und*r  th«  MMicar*  priytieian  fee  (chedul*. 
'eicIuOm  •ufimiMO  chargat  lor  unattignM  ••men  mat  war*  aaniad 

'E<tra  Billing  it  tna  diffaranca  Batwaan  tha  tubminad  charga  and  tha  aiiowad  charga  on  unataignad  daimt 
'inciuda*  pnyticiant  (doctor*  of  madicina  (MOal.  doctor*  ol  oataopathy  (DO*),  and  limitad  licanaa  practtttonar*  (LLP*), 
nonphy«ician  practibonar*  (*aa  footnota  S)  and  auppitar* 
^ineiuda*  radiacon  tharapy  and  nuciaar  ntadicina  apacilaita* 
Inciuda*  audiologitt*.  phyaical  tliarapiat*.  occupaDonai  tnarapiata.  and  p*ycnologi*ta  (Billing  HCPCS  SOaSO) 
Eicludat  camfiad  nur«a  midwiva*.  carefiad  ragiatarad  nur*a  anaatnanat*.  nuraa  pracltionar*  and  clinical  aocial  werkar* 

Ba*ad  on  *ummary  data  from  ttia  1M1  NaDonai  Claim*  Hi*lory  for  phy*ician*  *arvica*  incurrad  and  praca*«ad  from  January 
through  Dacambar  1981  Tha  ab*oluta  amount  of  axtra  billing  i*  unoaratatad  by  appronmataiy  10%  dua  to  lack  of  data  for  aarvicaa 
incurrad  <n  1891  but  proca**ad  in  1882  Howavar,  wa  oaiiava  tha  a>tra  billing  parcaniaga  aoova  ailowad  chargaa  i*  unaXactad  By  tha 
tha  mt**ing  data 
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$3.6  billion  per  year  (more  than  any  other  specialty  group  except 
internists)/  the  absolute  dollar  amount  of  extra  billing  by 
ophthalmologists  is  signif icant--$112 . 2  million— even  though  a 
small  percentage  of  total  charges  (about  3  percent). 

Fxtra  Billing  bv  Typp  of  Service 

Extra  billing  data  by  type  of  service  shown  in  Table  8  tend 
to  confirm  the  rather  complex  picture  described  above  with 
respect  to  Table  7.     Office  visits,  anesthesia,  hospital  visits, 
and  major  procedures  (general)  account  for  the  largest  amounts  of 
extra  billing  measured  in  absolute  dollars.     Extra  billing  as  a 
percent  of  allowed  charges  for  unassigned  services  ranges  from  a 
low  of  22.5  percent  for  office  visits  to  a  high  of  64.6  percent 
for  assistant  at  surgery  services.    This  information  reinforces 
the  point  that  extra  billing  by  a  specialty  or  for  a  type  of 
service  is  a- function  not  only  of  rates  of  participation  and 
assignment  based  on  allowed  charges  but  also  of  the  amount  of 
extra  billing  per  service,  the  price  per  service,  and  the 
absolute  frequency  of  the  service.     In  other  words,  even 
specialties  with  high  assignment  rates  (assigned  allowed  charges 
relative  to  total  allowed  charges)  can  still  account  for  large 
amounts  of  extra  billing,  if  those  specialties  perform  large 
dollar  services  in  large  numbers.    And  in  cases  where 
participation/assignment  rates  are  relatively  low,  the  number  of 
services  is  very  large,  and  extra  billing  is  large  as  a  portion 
of  the  allowed  charge  (e.g.,  office  visits  by  internists),  extra 
billing  measured  in  absolute  dollars  can  be  substantial. 


TABLES 


Medicare  1991  Nonparticipating  Physicians'  Charges  for  Unassigned  Services 

by  Type  of  Service 

 (Fee  Schedule  Only)  '  


Extra  BUiing  * 


Type  of  Sep/ice 


Net 
Submitted 


Allowed 


Anesthesia 
Standard  Imaging 
Advanced  Imaging 
Echography 
Imaging/Procedure 
Office  Visits 
Hospital  Visits 

Emergency  Department  Care 

Home/Nursing  Home  Visits 

Specialist  Visits 

Consultations 

Major  Procedures  General 

Major  Cardiovascular  Procedures 

Major  Orthopedic  Procedures 

Eye  Procedures  -  Surgery 

Ambulatory  Procedures 

Minor  Procedures 

Oncology 

Endoscopy 

Dialysis 

Lab  Tests 

Other  Tests 

Assistant  at  Surgery ' 

Chiropractic 


Total 


Charoes ' 

Charges 

Charges 

Percent  of 

^in  millions) 

III  III  lilll^^i  Ivf 

(in  millions) 

(in  millions) 

Allowed 

Charges 

j 

483.3 

348.6 

1 

134.7 

38.6 

336.0  1 

270.4 

65.6 

24.3 

119.1 

96.6 

22.5 

23.3 

123.6 

92.5 

31.1 

33.6 

96.8 

76.8 

20.0 

26.1 

1,412.8 

1,152.9 

259.9 

22.5 

587.2 

454.2 

133.0 

29.3 

28.2 

19.5 

8.7 

44.7 

51.0 

39.3 

11.7 

29.9 

315.5 

248.6 

66.9 

26.9 

187.2 

146.0 

41.2 

28.3 

365.6 

263.5 

10Z1 

38.7 

244.6 

181.2 

63.4 

35.0 

237.0 

177. 1 

OHM 

<M.O 

339.2 

263.2 

76.0 

28.9 

246.6 

174.2 

72.4 

41.5 

249.6 

185.4 

64.2 

34.6 

99.6 

79.0 

20.6 

26.2 

322.2 

244.0 

78.2 

32.1 

4.0 

2.9 

1.1 

41.0 

5.3 

3.8 

1.5 

38.7 

2S5.4 

193.9 

61.5 

31.7 

63.2 

38.4 

24.8 

64.6 

94.1 

75.2 

18.9 

25.1 

$6,267.3  * 

$4,827.2  * 

$1,440.1  * 

29.8%* 

'  Based  on  unaseigned  charge*  tor  procedure*  defined  a*  phyaician*'  teivice*  under  the  Medicare  phyaician  fee  achedule. 
^  All  type*  of  service  (TOS)  except  "aaaietant  at  surgery"  are  based  on  procedure  code  groupings  developed  by  the 

Urban  Institute.  See  Appendix  for  additional  TOS  descriptions.  Type  of  service  'assistant  at  surgery'  baaed  on  HCFA 

type  of  service  code. 
'  Excludes  submitted  charge*  for  denied  sen/ices. 

*  Extra  billing  is  the  difference  between  the  submitted  charge  and  the  allowed  charge  on  una»»igned  claims. 

'  Data  for  assistant  at  surgery  services  may  not  be  reliable  since  coding  and  reporting  of  theae  aerviees  by  carrier* 
was  not  always  consistent. 

*  Totals  do  not  agree  with  Table  7  and  Table  9  because  we  excluded  unclassified  codes  which  could  not  be  aasocialed 
with  a  type  of  service. 

Based  on  summary  data  from  the  1991  National  Claims  History  for  physicians'  services  incurred  and  processed  from  January 
through  December  1991 .  The  absolute  amount  of  extra  billing  is  understated  by  approximately  10%  due  to  lack  of  data  for  sen/ices 
incurred  in  1991  but  processed  in  1992.  However,  we  believe  the  extra  billing  percentage  above  allowed  charges  is  unaffected  by  the 

the  missing  data. 


SOURCE:  Bureau  of  Data  Management  and  Strategy 


Extra  Billing  by  State 
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Table  9,  the  final  1991  baseline  data  table,  shows  the 
distribution  of  extra  billing  by  State.     Extra  billing  as  a 
percent  of  allowed  charges  for  unassigned  services  varied  from  a 
low  of  21.1  percent  in  Pennsylvania  to  a  high  of  38.7  in  Hawaii. 
Many  States  were  clustered  around  the  mean  rate  of  29.8  percent. 
With  relatively  small  variation  in  extra  billing  as  a  percent  of 
allowed  charges  for  unassigned  services,  States  with  the  largest 
amount  of  Medicare  allowed  charges  and  reasonably  high  assignment 
rates  (81-86  percent)  had  the  most  extra  billing  in  1991.  Thus 
the  States  with  the  most  extra  billing  were  California  ($151.1 
million).  New  York  ($142.5  million) ,  .and  Florida  ($113.9 
million),  all  with  total  Medicare  allowed  charges  well  above  $2 
billion  in  1991.    The  States  with  the  least  extra  billing  were 
Rhode  Island  ($0.2  million),  Vermont  ($0.6  million),  Alaska  ($1.0 
million),  Massachusetts  ($1.1  million),     and  Nevada  ($1.4 
million).    These  five  States  all  have  high  assignment  rates; 
several  have  extra  billing  laws.) 


As  with  the  analysis  by  specialty  and  type  of  service  above, 
combining  information  about  participation  and  assignment  rates  by 
State  with  information  about  extra  billing  by  State  gives  a  more 
complete  and  more  complex  picture.     The  pattern  of  high 
assignment  rates  in  the  northeast  and  low  assignment  rates  in  the 
west  noted  in  Table  6  is  confounded  by  the  additional  variables 
incorporated  in  Table  9.     Because  extra  billing  is  driven  not 
just  by  assignment  rate.  States  where  extra  billing  is  large  as 
measured  in  absolute  dollars  are  widely  dispersed  around  the 
country.      States  where  extra  billing  is  small  in  dollar  terms 
are  States  where  assignment  rates  are  high  and  total  Medicare 
billings  are  small.     Although  a  number  of  these  States  are 
northeastern,  certainly  not  all  are  (e.g.,  Nevada,  Alaska, 
Arkansas ) . 


TABLE  9 

Medicare  1991  isionpartcipating  Phy«cian$  ChargM  tor  UnaMign«<J  Sarvicas  by  State 
 .  (Fx  Scheduto  Only)  '  


Extra  BilHng' 

I         Nat  :  " 

State  Submitted  Allowed  ' 


vJharges 

(in  millions) 

Charges 

(in  millions) 

Charges 

Percent  of 
Alllowed 
Charges 

Total  * 

$6,278.9 

•  1 ,443.2 

29.8% 

Alabama 

38.7 

299 

8.8 

294 

Alaska  i 

36 

27 

10 

364 

Arizona 

128.1 

101.1 

27.0 

26.8 

.  Arltansas 

282 

21  9 

6.4 

29.1 

California 

625.2 

474  1 

151.1 

31.9 

'  Colorado 

78.1 

58.4 

18.8 

31 .6 

Connecticut 

85.0 

66.4 

18.7 

28.1 

1  Delaware 

8.8 

6.9  ! 

2.0  ! 

284 

1   Oiathct  of  Columbia 

62.6 

47.4  1 

15.2 

32.1 

1  Florida 

531.3 

417.4 

113.9 

27.3 

{  Qeorgia 

127.6 

975 

X.O 

X.8 

'  Hawaii 

15.6 

11.2 

43 

38.7 

1  Idaho 

56.8 

43.9 

12.9 

29.3 

j  Illinois 

378.0 

290.9 

87.1 

29.9 

i  Indiana 

151.5 

118.9 

32.6 

275 

Iowa 

110.4 

85.9 

24.5 

28.5 

I  Kansas 

33.4 

26.7 

6.6 

24.8 

1  Kentucky 

63.9 

50.4  , 

13.5 

26.9 

1  Louisiana 

67.9 

51.9 

16.0 

X.8 

Maine 

10.0 

7.9 

2.1 

26.3 

\  Maryland 

37.9 

29.9 

8.0 

28.8 

1  Massachusetts 

5.6 

4.4 

1.1 

28.0 

!  Michigan 

88.6 

68.7 

18.9 

27.1 

Minnesota 

2252 

171.5 

53.7 

31.3 

1  Mississippi 

35.7 

27.0 

8.7 

3^1 

1   Missouri  . 

168.8 

133.6 

36.2 

27.1 

i  Montana 

43.7 

33.6 

10.1 

X.I 

Nebraska 

63.7 

51.0 

ize 

2S.1 

Nevada 

6.0 

4.6 

1.4 

X.I 

'   New  Hampshire 

23.3 

18.1 

5.2 

2S.6 

1   New  Jersey 

378.2 

286.8 

91.5 

31.9 

'   New  MeMCO 

26.6 

20.6 

6.0 

29.4 

,   New  York 

56S.8 

427.3 

14Z5 

X.4 

'   North  Carolina 

156.6 

118.5 

38.2 

32.2 

1   North  Dakota 

5i7 

403 

31.0 

!  Ohio 

230.6 

177.7 

5^8 

29.7 

i  Oklahoma 

120.3 

92.3 

28.0 

X.4 

1  Oregon 

119.3 

93.5 

25.8 

278 

Pennsylvania 

41.6 

344 

7.2 

21.1 

;   Rhode  Island 

0.9 

0.7 

0.2 

21.5 

I   South  Carolina 

51.1 

38.5 

11.6 

29.5 

<    South  Dakota 

45.9 

35.4 

10.5 

29.6 

Tennessee 

86.3 

86.6 

19.7 

29.5 

Texas 

406.7 

312.9 

93.9 

X.O 

;  Utah 

21.5 

16.2 

5.3 

32.5 

Vermont 

^7 

2.1 

0.6 

27.0 

'  Virginia 

76.1 

58.5 

16.6 

27.9 

1  Washington 

220.0 

170.0 

50.0 

294 

.  West  Virginia 

14.4 

10.9 

3.4 

31.5 

I  Wisconsin 

191.1 

150.6 

40.4 

26.8 

Wyoming 

14.4 

11.1 

{  3.2 

29.2 

:   Puerto  Rico/Virgin  Islands 

3.7 

3.0 

1 

24.2 

Bases  on  unattignca  chargn  for  procadurM  a«nnM  «  pnydciana  Mfvicn  undar  tht  MMicar*  phyaewn  fM 
icncdui* 

Eicludn  unungnad  •ubinjncd  chsrgM  for  d«n«d  MrviCM 

Extr*  biihng  la  tht  difftronct  D«tv>Mn  m«  •ubmjtlod  cnarg*  and  ttio  iHowod  chargo  for  unaaaignad  claims. 
Includas  unassignao  cnargas  for  Railroad  Rotrafflant  Board  claims 

Basad  on  summary  data  from  tha  1991  National  Claims  History  for  physicians  sarvicas  incurrad  and  procaaaad  from 
January  tnrougn  Oacambar  1891  Tht  absoluta  amount  of  aictra  billing  is  undarstalad  by  tppronmateiy  10%  dua  to 
lacK  of  data  lor  sarvicas  incurrad  m  1991  but  procassad  in  1982  Howavar.  oa  batiava  tna  axtra  billing  parcantaga 
abova  aiiowad  chargas  is  unaffactad  by  tha  tha  missing  data 


SOURCE  buraau  of  Data  Managamant  and  Sttatagy 
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Implications  of  Extra  Billing  for  Limiting  Charge 

Readers  are  cautioned  against  drawing  any  conclusions  about 
compliance  with  the  limiting  charge  solely  on  the  basis  of  the 
data  presented  on  extra  billing  in  Tables  1,  8,  and  9.    First  of 
all/  extra  billing  in  the  tables  is  shown  as  a  percent  of  allowed 
charges,  while  the  limiting  charge  for  1991  is  determined  on  the 
basis  of  the  prevailing  charge  for  nonparticipating  physicians, 
which  is  often  higher  than  the  allowed  charge.  In  situations 
where  the  allowable  charge  (e.g.,  a  customary  charge  or  other 
special  reasonable  charge  limitation)  is  less  than  the  prevailing 
charge,  the  physician's  submitted  charge  could  exceed  the  allowed 
charge  by  more  than  25  percent  (or  40  percent  for  evaluation  and 
management  services)  and  still  be  less  than  the  applicable 
limiting  charge. 

HCFA  and  the  carriers  are  in  the  process  of  implementing  a 
Comprehensive  Limiting  Charge  Compliance  Program  which  will 
involve  intensive  claim-by-claim  review  of  unassigned  claims 
submitted  by  nonparticipating  physicians  and  other  practitioners 
subject  to  the  limiting  charge.    Twelve  carriers  began  a  pilot 
test  of  the  project  in  the  summer  of  1992,  with  nationwide 
implementation  expected  by  the  end  of  the  calendar  year. 
Physicians  who  submit  bills  for  charges  in  excess  of  the 
statutory  limit  will  receive  bi-weekly  reports  from  the  carriers 
alerting  them  to  the  situation  and  providing  an  opportunity  for 
the  bills  to  be  promptly  corrected  and  any  overpayments  refunded 
to  the  beneficiaries.    Beneficiaries  will  receive  the  same 
information  as  part  of  the  Explanation  of  Medicare  Benefits, 
which  is  mailed  at  roughly  the  same  time.    Finally,  data  for 
physicians  receiving  bi-weekly  reports  will  be  accumulated  over 
time.    For  some  physicians,  documentation  of  refunds  to 
beneficiaries  will  be  required.     For  those  whose  charges  are 
consistently  excessive  and  who  fail  to  respond  to  educational 
efforts,  enforcement  of  the  sanctions  prescribed  in  law  will  be 


pursued.    Ultimately,  a  physician  may  be  subject  to  civil 
monetary  penalties  or  even  excluded  from  providing  services 
Medicare  beneficiaries  for  up  to  five  years  for  repeated  non 
compliance  with  the  limiting  charge. 
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CONCLUSION:     POSSIBLE  IMPLICATIONS  OF  PHYSICIAN  PAYMENT  REFORM 
FOR  PARTICIPATION,  ASSIGNMENT  AND  EXTRA  BILLING 

Table  2  in  the  historical  background  section  of  this  report 
included  national  figures  for  the  percentage  of 

physician/practitioner  practices  signing  participation  agreements 
from  the  inception  of  the  participating  physician  program  up 
through  the  agreements  for  1992.     Comparing  these  1992  figures 
against  1991  can  give  us  our  first  indications  of  the  effects  of 
fee  schedule  implementation  on  physicians'  participation 
decisions  and  therefore  on  rates  of  assignment  and  amounts  of 
extra  billing.     Table  2  shows  that  nationally  the  rate  at  which 
physicians/practitioners  signed  agreements  increased  markedly 
from  1991  to  1992,  from  47.6  percent  to  52.2  percent.     This  was 
an  increase  of  9.7  percent  in  one  year--larger  than  the 
7.9  percent  increase  from  1990  to  1991  and  the  8.4  percent 
increase  from  1989  to  1990. 

This  increase  in  participation  suggests  that  physicians  may 
respond  to  future  years  of  the  transition  by  increased 
participation.     Further  clues  may  be  found  in  the  specialty  and 
State  breakouts  for  1991  and  1992. 

Participation  bv  Specialty 

Table  10  shows  rates  at  which  physicians  and  other 
practitioners  billing  Medicare  signed  participation  agreements 
for  1991  and  for  1992,  by  specialty.     This  table  shows  that 
participation  rates  increased  for  all  physician/limited  license 
practitioner  specialties.    Two  specialties  had  huge  increases  in 
participation--anesthesiology  (rate  of  participation  up  35.1 
percent,  from  36.5  to  49.3  percent)  and  pathology  (rate  of 
participation  up  50.9  percent,  from  43.6  to  65.8  percent).  These 
were  two  of  the  specialties  predicted  to  experience  relatively 
large  reductions  in  payments  per  service  under  the  physician  fee 


Medicare  Percent  of  Participating  Physiciar^,  Practitioners  and  Suppliers  * 


1 
i 

1 

January  1991  ' 

1 

January  1992 

Percent 

Specialty 

Participation  1 

Participation 

Change 

Percentage 

Percentage  ^ 

1991-1992 

Physicians  (MDs  and  DOs) 

52.7  % 

59.0  % 

12.0  % 

General  Practice 

44.0 

48.0 

9.1 

General  Surgery  : 

60.5  ' 

66.3 

9.6 

Otolaryngology 

49.6 

57.0 

14.9 

Anestftesiology  j 

36.5 

49.3 

35.1 

Cardiology 

65.4  1 

72.0  1 

10.1  i 

Dermatology 

57.0 

61.6 

8.1  ! 

Family  Practice 

50.8 

57.7 

13.6 

Intemal  Medicine 

52.6 

57.8 

9.9 

Neurology 

56.1 

63.8 

13.7 

Otjstetrics-Gynecology 

52.6 

58.0 

10.3 

Ophttialmology 

60.0 

66.1 

10.2 

Orthopedic  Surgery 

58.4 

65.5 

12.2 

Pathology 

43.6 

65.8 

50.9 

Psychiatry 

44.1' 

48.8 

10.7 

Radiology 

62.0 

68.2 

10.0 

Urology 

53.6 

61.7 

15.1 

Nephrology 

71.7 

76.3 

6.4 

Clinic  or  Other  Group  Practice 

73.9 

77.0 

4.2 

All  Other  Physicians 

46.8 

52.1 

11.3 

Limited  License  Practitioners  (LLPs) 

31.9 

34.1 

6.9 

Chiropractic 

28.6 

31.4 

9.8 

Podiatry 

59.6 

64.2 

7.7 

Optometry 

56.9 

59.0 

3.7 

Oral  Surgery 

10.J 

11  .U 

O.O 

Total  Physicians  (MDs,  DOs  and  LLPs) 

48.7 

54.2 

11.3 

Nonphysician  Practitioriers 

33.6 

35.0 

4.2 

Certified  Nurse-Midwife 

23.8 

40.7 

71.0 

Certified  Registered  Nurse  Anesthetist 

A.o 

Ol  .O 

10  n 

Physical  Therapist  (independent) 

39.8 

44.3 

11.3 

All  Other  Non-physician  Practitioners  ^ 

35.7 

34.9 

-2.2 

Suppliers 

22.6 

1 

23.7 

4.9 

1   Independent  Laboratory 

49.7 

52.4 

5.4 

;   Durat)le  Medical  Equipment  Supplies 

23.1 

24.2 

4.8 

i  Amtxjiance  Service  Supplier 

D.3 

;  All  Other  Suppliers ' 

i 
1 

17.7 

18.2 

2.8 

Based  on  the  number  of  participeting  phy»ician»,  nonphysician  practitioners,  and  suppliers. 


^  Includes  audiologists.  psychologists,  clinical  social  workers  and  occupational  therapisU. 
^  Includes  suppliers  of  orthotics  and  prosthetics,  and  portable  x-ray  suppliers. 

SOURCE:  Bureau  of  Program  Operations 
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schedule  according  to  impact  analyses  published  as  part  of  the 
final  regulation.    However,  other  specialties  predicted  to 
experience  large  payment  reductions  under  the  fee  schedule  showed 
more  modest  gains  in  participation,  close  to  the  average  for  all 
physicians  (e.g.,  radiology,  general  surgery).  Optometrists 
showed  the  smallest  increase  (rate  of  participation  up  3.7 
percent)  This  is  a  specialty  predicted  to  gain  under  the  fee 
schedule.     Other  specialties  expected  to  gain  substantially  under 
the  fee  schedule  showed  only  average  growth  in  participation 
(e.g.,  family  practitioners,  chiropractors).     Overall  then,  these 
participation  rates  by  specialty  show:   (1)  all  specialties 
participating  at  higher  rates  under  the  first  year  of  the  fee 
schedule;  and  (2)  a  tendency  for  the  .specialties  with  the  most  to 
lose  under  the  fee  schedule  moving  in  the  largest  numbers  toward 
participation  in  the  Medicare  program. 

Participation  bv  State 

The  participation  data  by  State  shown  in  Table  11  indicate 
that  participation  rates  based  on  the  number  of  participation 
agreements  signed  increased  in  46  States  from  1991  to  1992.  The 
four  States  with  slight  declines  in  participation  (less  than 
4  percent)  were  Arkansas,  Massachusetts,  Michigan,  and  Montana. 
Of  the  States  with  increases,  Colorado  and  Texas  (up  36.0 
percent),  Wyoming  (up  28.4  percent),  and  New  Jersey  (up  23.3 
percent)  registered  the  largest  gains.    There  is  no  information 
at  this  time  to  explain  why  the  gains  in  participation  were  not 
more  uniform  across  the  States,  but  in  general  it  is  clear  that 
gains  in  participation  were  widely  distributed  across  the 
country. 

Future  Directions  of  Participation.  Assignment  and  Extra  Billing 


The  baseline  data  for  1991  from  NCH  show  that  the  historical 
trend  toward  higher  rates  of  participation  and  assignment  appears 


TABLE  1 1 

Medicar*  -  Parcant  of  Participating  Physicians/Practitionart  by  Stata  ' 


i 

1 

Stata  1 

j 

January  1991 

j 

January  1992  ' 

Percent  i 
Change  I 

1991-1992  i 

i 

National 

47.6  % 

52.2  % 

9.7  %  ! 

Alabama 

82.7  1 

834 

0  8 

Alaska  ; 

53.8 

55.1 

2.4 

Arizona  j 

61.3 

64  5 

5.2 

Arl(ansa8 

59.9 

57.8 

-3.5 

California  i 

60.8  ' 

62.6 

3.0 

Colorado 

35.3 

46.0  ; 

36.0 

Connacticut 

40  8 

48.1 

17  9 

Dalawara 

43.9 

51  9 

18.2 

Diatrict  of  Columbia 

39.8 

45.7 

14.8 

Florida 

36.5 

41.5 

13.7 

Qaorgia 

53.6 

57.2 

6.7 

Hawaii 

57.3 

64.1 

11.9 

Idaho 

19.5 

22.9 

17.4 

Illinois 

46.9 

50.8 

8.3 

Indiana 

45.1 

49|,3 

9.3 

Iowa 

51.9 

58.8 

13.3 

Kansas 

62.6 

70.3 

12.3 

Kantucky 

59.3 

64  0 

7.9 

Louisiana 

42.9 

44.6 

4.0 

Maina 

50.3 

51.6 

2.6 

Maryland 

45.3 

58.7 

29.6 

Massachi^satts 

50.8 

50.0 

•1.6 

Michigan 

53.7 

51.7 

-3.7 

Minnasota 

29.3 

34.4 

17.4 

Mississippi 

42.7 

47.9 

12.2 

Missouri 

49.0 

51.8 

5.7 

Montana 

24.0 

23.7 

-1.3 

Nabraska 

56.5 

61.1 

6.1 

1  Nevada 

72.9 

75.4 

3.4 

I    Naw  Hampshira 

32.7 

38  5 

17.7 

i    Naw  Jarsay 

29.6 

36.5 

23.3 

I    Naw  Mexico 

49.7 

53.6 

7.8 

j    Naw  York 

34.6 

36.9 

6.6 

!    North  Carolina 

56.1 

68.2 

17.4 

{    North  Dakota 

43.9 

45.8 

4.3 

i  Ohio 

52.3 

57.3 

9.6 

1  Oklahoma 

39.0 

44.4 

13.8 

j  Oregon 

46.7 

51.7 

10.7 

j  Pennsylvania 

45.9 

53.0 

15.5 

j    Rhode  laland 

67.8 

70.3 

3.7 

South  Carolina 

57.9 

63.0 

8.8 

1    South  Dakota 

20.6 

23.7 

15.0 

1  Tennessee 

63.7 

67.6 

6.1 

1  Texas 

38.9 

52.9 

36.0 

1  Utah 

65.6 

695 

5.9 

Vermont 

45.4 

54.2 

19.4 

Virginia 

48.1 

49.9 

3.7 

Washington 

46.1 

53.1 

15.2 

Wast  Virginia 

66  3 

68.4 

3.2 

Wisconsin 

46.8 

555 

18.6 

Wyoming 

39.1 

50.2 

26.4 

'  Includes  participabng  physicians,  nonphysKian  practitioners  and  suppliers. 
SOURCE  Bureau  of  Program  Operations 
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to  have  continued  even  during  the  first  phase  of  limiting  charge 
implementation.   (Because  1991  NCH  data  are  not  precisely 
comparable  with  earlier  carrier  workload  data,  this  statement  and 
others  in  this  paragraph  must  be  qualified.)    These  1991  NCH  data 
also  show  that  rates  still  vary  significantly  by  specialty  and  by 
State.    Extra  billing  measured  in  absolute  dollars  appears  to 
have  declined  in  1991,  but  extra  billing  as  a  percent  of  allowed 
charges  has  declined  more  moderately. 

Looking  at  extra  billing  data  by  specialty  and  State  helped 
to  elucidate  the  patterns  observed  in  the  assignment  and 
participation  tables  for  1991.    The  major  point  here  was  that 
while  assignment  and  participation  rates  may  vary  in  ways  that 
indicate  patterns  (surgeons  have  high  rates;  northeastern  States 
have  high  rates),  assignment  and  participation  are  not  the  only 
factors  driving  extra  billing,  which  is  ultimately  the  dependent 
variable  of  most  concern.    The  amounts  of  extra  billing 
encountered  by  beneficiaries  can  be  substantial  even  when 
assignment  rates  are  only  modestly  above  average  for  a  specialty, 
type  of  service,  or  a  State  if  the  specialty,  type  of  service,  or 
State  has:  (1)  extra  billing  that  is  large  as  a  percentage  of 
allowed  charges;  and  (2)  large  total  allowed  charges. 

The  first  data  allowing  comparisons  between  1991  and  1992 
were  presented  here:    rates  at  which  physicians/practitioners 
have  signed  agreements  to  participate  in  Medicare.    These  data 
show  that  rates  are  up  for  all  specialties  and  in  all  but  four 
States.    This  would  seem  to  indicate  that  initial  physician 
reaction  to  the  payment  changes  in  the  fee  schedule  and  the 
restrictions  on  extra  billing  in  the  first  phase  of  limiting 
charge  implementation  has  increased  rather  than  decreased 
participation  in  the  Medicare  program.    This  indication  is 
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particularly  strong  given  that  the  two  specialties  with  the 
largest  increases  in  participation  are  specialties  expected  to 
experience  sharp  reductions  in  payments  under  the  fee  schedule. 

In  our  1993  report  to  Congress,  we  will  be  in  a  better 
position  to  evaluate  the  effects  of  physician  fee  schedule  and 
limiting  charge  implementation  on  patterns  of  participation, 
assignment,  and  extra  billing.     At  that  time  we  expect  to  have 
for  1991  and  1992  not  only  data  on  rates  of  participation  by 
numbers  of  agreements  signed,  but  also  rates  based  on  allowed 
charges  and  data  with  respect  to  actual  charges  and  extra  billing 
amounts.     Examination  of  changes  by  specialty,  type  of  service, 
and  State  may  help  us  to  confirm  our -preliminary  finding  that 
implementation  of  physician  payment  reform  has  been  associated 
with  increasing  physician  participation.     It  will  also  allow  us 
to  study  the  extent  to  which  those  gains  in  participation,  once 
confirmed,  are  in  turn  reflected  in  declines  in  extra  billing. 


APPENDIX 


Major  Type  of  Service  Groups  for  Procedures  Covered  by  the  Medicare 
Physician  Fee  Schedule  Extracted  from  the  Urban  Institute's 
Classification  of  the  HCFA  Conunon  Procedure  Coding  System 


Anesthesia 
Chiropractic 
Standard  Imaging 

Standard  Imaging  -  Chest 

Standard  Imaging  -  Musculoskeletal 

Standard  Imaging  -  Breast 

Standard  Imaging  -  Contrast  Gastrointestinal  Exam 

Standard  Imaging  -  Nuclear  Medicine 

Standard  Imaging  -  Other 
Advanced  Imaging 

Advanced  Imaging  -  Computerized  Axial  Tomography  (CAT)-  Head 

Advanced  Imaging  -  Computerized' Axial  Tomography  (CAT)-Other 

Advanced  Imaging  -  Magnetic  Resonance  Imaging  (MRI)-  Brain 

Advanced  Imaging  -  Magnetic  Resonance  Imaging  (MRI)-  Other 
Echography 

Echography  -  Eye 

Echography  -  Abdomen/Pelvis 

Echography  -  Heart 

Echography  -  Carotid  Arteries 

Echography  -  Prostate,  Transrectal 

Echography  -  Other 
Imaging/Procedure 

Imaging/Procedure  -  Heart,  Including  Cardiac  Catherization 

Imaging/Procedure  -  Other 
Office  Visits 

Office  Visits  -  New 

Office  Visits  -  Established 
Hospital  Visits 

Hospital  Visit  -  Initial 

Hospital  Visit  -  Subsequent 

Hospital  Visit  -  Critical  Care 
Emergency  Department  Care 

Emergency  Department  Visit 
Home/Nursing  Home  Visits 

Home  Visit 

Nursing  Home  Visit 
Specialist  Evaluation  &  Management 

Specialist  -  Pathology 

Specialist  -  Psychiatry 
Specialist  -  Ophthalmology 
Specialist  -  Other 
Consultations 
Major  Procedures  General 
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Major  Procedure 
Major  Procedure 
Major  Procedure 
Major  Procedure 
Major  Procedure 
Major  Procedure 
Major  Procedure 
Major  Cardiovascular  Procedures 

Major  Cardiovascular  Procedures 
Major  Cardiovascular  Procedures 
Major  Cardiovascular  Procedures 
Major  Cardiovascular  Procedures 
Major  Cardiovascular  Procedures 
Major  Cardiovascular  Procedures 
Major  Orthopedic  Procedures 

Major  Orthopedic  Procedures 
Major  Orthopedic  Procedures 
Major  Orthopedic  Procedures 
Major  Orthopedic  Procedures 
Eye  Procedures  -  Surgery 

Eye  Procedures  -  Corneal  Transplant 


Breast 
Colectomy 
Cholecystectomy 

Transurethral  Resection  of  Prostate  (TURPI 
Hysterectomy 

Exploration/Decompression/Excision  Disks 
Other 


Coronary  Artery  Bypass  (CABG) 
Aneurysm  Repair 
Thromboendarterectomy 
Coronary  Angioplasty 
Pacemaker  Insertion 
Other 


Hip  Fracture  Repair 
Hip  Replacement 
Knee  Replacement 
Other 


Eye  Procedures 
Eye  Procedures  - 
Eye  Procedures  - 
Eye  Procedures  - 
Ambulatory  Procedures 

Ambulatory  Procedures 
Ambulatory  Procedures 
Ambulatory  Procedures 
Ambulatory  Procedures 
Ambulatory  Procedures 
Minor  Procedures 

Minor  Procedures  -  Skin 
Minor  Procedures  -  Musculoskeletal 
Minor  Procedures  -  Other 
Oncology 

Oncology  -  Radiation  Therapy 
Oncology  -  Other 


Cataract  Removal/Lens  Insertion 
Retinal  Detachment 
Treatment  of  Retinal  Lesions 
Other 


Skin 

Musculoskeletal 
Inguinal  Hernia  Repair 
Lithotripsy 
Other 


Endoscopy 

Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 
Endoscopy  - 

Dialysis 

Laboratory  Tests 


Arthroscopy 

Upper  Gastrointestinal  Exam  (G.I.) 

Sigmoidoscopy 

Colonoscopy 

Cystoscopy 

Bronchoscopy 

Laparoscopic  Cholecystectomy 

Laryngoscopy 

Other 

(subject  to  the  physician  fee  schedule.  I.e.  does  not 
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s?heSu!eo""'"'   diagnostic   lab   tests    subject   to   the   lab  fee 
Other  Tests 

Other  Tests  -  Electrocardiograms 

Other  Tests  -  Cardiovascular  Stress  Tests 

Other  Tests  -  EKG  Monitoring 

Other  Tests  -  Other 
Exceptions/Unclassified  -  Current  Procedural  Terminology  (CPT)  Codes 

Not  Otherwise  Classified  CPT  Codes 
Exceptions/Unclassified  -  ALPHA  Codes 

Not  Otherwise  Classified  HCFA  Assigned  Codes 
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Date       November  24 ,  1992 

PHYSICIAN  PAYMENTREVIEWCOMMISSION 

Description  of  Attached  Material  for  Commissioners'  Review 


ReSP<?n.'7e   tQ   Sfiffrel-flnr'S   Report   on   RPnPf-ir-i;,-ry  T,i^^il,-^„ 


Project  Status  Report 
Draft  Workplan 
Survey  Questionnaire 
Other:    draft  letter 


TITLE: 

CHAPTER  NUMBER: 
ISSUE  AREA: 
CHAPTER  REVIEWERS: 
PURPOSE: 

  Background  Paper 

  Options  Paper 

  Decision  Memo 

  Draft  Chapter 

ACTION  REQUIRED: 

  Review  for  discussion 

Review  for  decision 

  Return  with  editorial  conunents   on  draft 

  No  action  required;  bacicground   information  only 

COMMENTS:        The  secretary's  report  on  henefiri.rv  1i  ability.  ........  ..... 

OBRA89,  w^s  submitted  to  Cnnarpss  on  nrtober  ?■        ..r^.^.r..  .  ^„py  ^^^^^ 

thR  1i=iRt  TTlPPting  Rppflnse  the  ronrmi  cP-ion  cnK,.,-^^^^  >-^p^^4-   .-^  M^^..   

it.s  re-^rnnRp  to  the  SerrPtRnr-p  rnnort  ic  -in  ^v,^  ^  f      k^,^^  imttnr. 


STAFF  CONTACT:      Anne  Schwartz 


1 


Date 


Dear  Mr.  Speaker: 


3 
4 

5 


Pursuant  to  Section  6102  (g)(6)(C)  of  the  Omnibus  Budget  Reconciliation  Act  of  1989  (Public  Law 
101-239),  the  Physician  Payment  Review  Commission  is  submitting  its  comments  on  the  report  by 
the  Secretary  of  Health  and  Human  Services  on  Medicare  participation,  assigmnent.  and  balance 

6  billing. 

7  The  Omnibus  Budget  Reconciliation  Act  of  1989  directs  the  Secretary  to  monitor  (1)  the  actual 

8  charges  of  nonparticipating  physicians  for  physicians'  services  furnished  on  or  after  January  1, 1991; 

9  (2)  changes  by  specialty,  type  of  service,  and  geographic  area  in  the  proportion  of  expenditures  for 

10  services  provided  by  participating  physicians,  and  the  proportion  of  expenditures  for  services  taken 

11  on  assignment;  and  (3)  amounts  charged  above  Medicare's  recognized  payment  amount.  If 

12  significant  decreases  in  participation  and  assignmem  are  identified,  the  law  further  requires  that  the 

13  Secretary  develop  a  plan  to  address  these  problems.  It  also  requires  that  the  Physician  Payment 

14  Review  Commission  review  and  comment  on  the  Secretary's  plan.  This  year,  the  Secretary's  report 

15  was  submitted  on  October  2.  1992,  rather  than  April  15  as  prescribed  in  the  law.  This  significant 

16  delay  prevented  the  Commission  from  including  these  comments  in  its  own  report  on  beneficiary 

17  financial  liability,  which  was  submitted  to  the  Congress  last  May. 

18  As  this  is  the  first  report  required  by  OBRA89.  the  Secretary's  report  establishes  the  baseline  for 

19  measuring  future  changes  in  assignment,  participation,  and  balance  bUling  by  presenting  historical 

20  trend  data.  Analyses  examine  trends  for  all  physicians  and  for  participating  physicians  only  as  well 

21  as  trends  by  specialty,  state,  and  type  of  service.  An  important  contribution  is  use  of  100  percent 


1 

2 


10 
11 
12 
13 
14 


16 
17 
18 
19 
20 
21 


data  from  the  National  Claims  History  (NCR)  system  for  calendar  year  1991.  Although  not  directly 
comparable  with  data  from  other  sources  for  prior  years,  the  NCH  is  a  valuable  new  resource  that 


3       wUI  permit  timely  analysis  of  Medicare  expenditures  and  use  of 


services. 


The  Secretary's  principal  conclusions,  that  assigmnent  and  participation  rates  have  been  increasing 
over  the  past  decade  while  balance  bUling  has  declined,  are  consistent  with  those  of  the 
Commission.  Botii  analyses  indicate  that  assignment  and  participation  rates  have  been  increasing 
over  the  past  decade  across  all  geographic  areas,  specialties,  and  types  of  service.  The  continued 
increase  in  participation  in  1992.  when  physicians  could  anticipate  changes  in  payments  under  the 
9        Medicare  Fee  Schedule,  is  particularly  encouraging. 


nie  conclusions  presented  in  the  Secretary's  repon  should  be  heartening  to  those  concerned  about 
financial  protection  of  Medicare  beneficiaries.  Even  so,  this  report  falls  short  as  part  of  a  process 
to  monitor  the  impact  of  physician  payment  reform.  Although  the  analyses  presented  here  and 
those  planned  for  the  future  meet  the  requirements  specified  in  law.  neither  will  provide  the  type 
of  information  necessary  to  assess  whether  payment  reform  has  been  successful  in  achieving  its 
15       goals  or  whether  additional  policies  might  be  needed. 


In  the  Commission's  view,  assessment  of  beneficiary  liabUity  should  be  an  extension  of  efforts  to 
monitor  access  to  care.  In  part  this  is  because,  to  the  extent  that  changes  in  out-of-pocket  costs 
affect  beneficiaries'  abUity  to  obtain  needed  care,  rates  of  participation,  assigmnent.  and  balance 
bUIing  may  be  considered  measures  of  access.  But,  even  if  protecting  economic  security  is 
considered  independently  from  safeguarding  access,  changes  in  these  rates  must  be  considered  using 
an  approach  that  pinpoints  problems  and  has  the  potential  to  provide  a  basis  for  policy  changes. 


-me  Commission  has  several  suggestions  for  work  that  would  make  future  reports  more  meaningful. 
First,  analyses  should  look  beyond  aggregate  data  to  consider  the  experiences  of  individual 
beneficiaries.  For  example,  it  is  as  important  to  know  whether  there  are  changes  in  the  distribution 
of  balance  bills  across  beneficiaries  as  whether  the  aggregate  amount  of  balance  bUling  increases 
or  decreases. 

Second,  as  in  its  work  on  access,  the  Secretary  should  focus  particular  attention  on  those  geographic 
areas  and  vulnerable  subpopulations  that  are  most  likely  to  be  the  first  to  show  any  Ul  effects  of 
changes  in  physician  billing  practices.  For  example,  the  Commission  looked  at  trends  in  assigmnent 
and  balance  billing  for  beneficiaries  living  in  Health  Professional  Shortage  Areas  and  in  zip  codes 
where  at  least  20  percent  of  the  population  lives  below  the  federal  poverty  level.  Its  analysis  also 
considered  differentials  in  assigmnem  and  average  balance  bills  by  key  demographic  characteristics 
including  race,  sex,  age,  and  hospitalization.    Future  analyses  will  examine  whether  physicians 
become  more  willing  to  accept  assigmnem  in  areas  or  for  services  where  Medicare  fees  increase 
under  the  Medicare  Fee  Schedule,  or  whether  physicians  will  be  more  likely  to  balance  bill  when 
fees  go  down. 


THird,  this  report  should  provide  information  that  wUl  strengthen  policy  development  and 
implementation.  Regrettably,  however,  this  report  mentions  but  does  not  link  with  the  other 
relevant  work  of  the  Health  Care  Fimmcing  Administration.  For  example,  although  there  is 
substantial  discussion  of  balance  bUling  in  the  Secretary's  report,  little  attention  appears  to  have 
been  paid  to  how  these  analyses  might  inform  enforcemem  of  the  luniting  charge.  WhUe  the  report 
notes  that  the  average  amount  of  extra  bUling  per  service  was  about  30  percem  of  the  allowed 
charge  in  1991  (when  the  limiting  charge  was  set  at  125  percent),  it  does  not  commem  on  the 


implications  of  these  data. 


In  summao'.  the  Secretary's  report  on  beneficiary  liability  meets  the  requirements  set  out  in 
OBRA89  and  presents  encouraging  data  on  participation,  assigmnent,  and  balance  bUIing.  This 
work,  however,  is  descriptive  rather  than  analytical;  it  does  not  identify  those  issues  that  might  cause 
concern  in  the  future  and  how  data  would  be  used  to  examine  whether  problems  have  arisen.  TT^is 
approach  limits  the  usefulness  of  these  analyses  in  considering  the  impact  of  physician  payment 
reform  on  Medicare  beneficiaries.  Tl,ese  issues  should  be  addressed  in  future  reports  by  the 
Secretary. 

Sincerely. 


Philip  R.  Lee,  M.D. 
Chairman 


